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Annual Report are from the 
Northland Collection, Ontario 
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Ministry of 
Northern Development 
ONTARIO and Mines 


The Honourable Lincoln M. Alexander 
P.C,,0.C,,C Sts, BA. 

Lieutenant-Governer of the Province of Ontario 
May it please your Honour: 


I beg leave to present the 88th Annual Report of the Ontario Northland 
Transportation Commission for the year ending December 31, 1988. 


Respectfully submitted, 
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René Fontaine 
Minister of Northern Development 
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SRS Northiana 


The Honourable René Fontaine 
Minister of Northern Development 
Parliament Buildings, Toronto, Ontario 
Sir: 


I beg to submit the Annual Report for the year 1988 of the Ontario Northland 
Transportation Commission, and I have the honour to be, Sir, 


Yours faithfully 


J.W. Spooner 
Chairman, ONTC 


1989 


In 1988, the ONTC continued 
to play a vital role in "bringing 
the North together" for both 
business and pleasure. 


The services provided by rail, 
air, marine, bus, trucking, and 
telecommunications are 
essential to the economic well 
being of northern Ontario, and 
provide a business link to 
southern Ontario, and as such 
to all other parts of the world. 


However, I think it is worth 
noting that many of our 
services are also the largest 
tourist attractions in the areas 
they serve. The Polar Bear 
Express has become a tourist 
destination for people from all 
over the world. The M.S. 
Chi-Cheemaun and the M.V. 
Chief Commanda II are also 
major tourist attractions in the 
Georgian Bay and North Bay 
areas. While providing 
essential transportation 
services to businesses and 
residents, they also encourage 
tourists to visit these 
communities and to stay at 
least an extra day. This has an 
important economic spin-off 
for area hotels, restaurants 
and other service facilities. 


As a northern company, 
managed by northerners, and 
serving the people of northern 
Ontario, we are proud that our 
links between northern 
communities and to the rest of 
the world generate an even 
larger tourism industry. 


President’s Report 


With the opening of the new 
headquarters in North Bay, the 
ONTC also looked to the 
future of the region by 
investing in an unique and 
ambitious art collection. This 
growing and carefully selected 
collection has focused on 
artwork by northern artists 
with particular emphasis on 
those from the area we serve. 


Today the collection features 
over 300 paintings, 
wallhangings and sculptures 
by 90 artists. Many of the 
works have been placed in 
common areas of the new 
headquarters. Twenty-four 
works are on show at the 
ONTC office area in Union 
Station in Toronto, and others 
are located in various facilities 
throughout the region. 


Our efforts to support northern 
Ontario artists were rewarded 
with the 1988 Award of Merit 
from the Ontario Association 
of Art Galleries. This award 
of merit is presented annually 
in recognition of a 
corporation’s "exemplary 
support" of visual artists. Past 
recipients have included 
Suncor and the Toronto 
Dominion Bank. We are 
proud to feature seven of these 
paintings in this Annual 
Report. 


We will further document the 
history of the region in 1989 
with the publication of a book 
on ONTC’s role in the 


development of northern 
Ontario, and with the 
upgrading of a small museum 
in Moosonee and the 
development of a new ONTC 
museum and archives in North 
Bay. These will be of interest 
to staff and tourists, as well as 
to researchers, historians and 
educators. 


As we approach our 90th 
anniversary year, it is a 
pleasure to report that our 
level of service is constantly 
being improved with 
substantial advances in 
technology. 


The first step of a four-phase 
plan to provide a fibre optics 
cable link between Timmins 
and North Bay was completed 
this year. This link will 
provide a faster, more 
economical and reliable 
service with higher signal 
quality. Upgrading of other 
telecommunication systems 
has allowed us to offer a larger 
number of services to many 
communities. 


In addition, the ONTC has 
become the manufacturer of 
some of the most modern 
inter-city coaches in North 
America. Three new rail cars 
underwent final testing in 
1988. They will be put into 
service early in the new year. 
These cars are the first in a 
major $25 million project. 
The stripping and 
reconstruction was all 


completed in our shops. We 
anticipate that with the 
expertise we have acquired i 
using this specific modern 
technology, we will eventual 
be able to market this service 
to other railways. 


We continue to invest in the 
region with other improved 
services and capital 
construction. This has the 
dual objective of improving 
our plant and stimulating oth 
investment and confidence in 
the North. A new Intercity 
Intermodel Rail/Bus Termin 
was completed and opened in 
Englehart during 1988, and t 
Timmins Station was 
completely renovated. In 
addition, the $9.5 million 
project for pensioners and 
other seniors adjacent to the 
new headquarters opened an 
the 133 units were fully rente 
by October. The complex, an 
investment of the Employees 
Pension Fund, is run as a 
commercial venture. 


An elaboration of our 1988 
activities is provided on the 
following pages. 


‘ 


Respectfully submitted, 


I) Depot 


Peter A. Dyment 
President & CEO 


Front Door 
Bruce St. Clair 


The ONTC 
telecommunications systems 
form an important link with 
Bell Canada and with CN/CP 
in providing a 
telecommunications network 
for the North. The Branch 


provides long distance service, 


WATS, private line voice and 
data, CBC program and video 
telex and telegraph services to 
northern Ontario. It also is the 
provider of local telephone 
service to Moosonee, Moose 
Factory and the Temagami 
and Marten River areas. 


As in 1987, message growth 
continued to increase 
dramatically. In fact, during 
1988, an unprecedented 

11.6 million toll messages 
were processed, an increase of 
14 percent over last year’s 

15 percent increase. This 
growth is the result of the 
implementation of further 
reductions to message toll and 
WATS rates. 


Telecommunications 


Expenses were held to an 
increase of 3.5 percent, and 
overall revenue iricreased by 
5 percent, resulting in a net 
revenue increase of 8 percent. 


Several major projects were 
completed in 1988, including a 
modern digital switching unit, 
Phase I of a fibre optic cable 
link, custom calling features in 
two communities, and 
innovative changes in special 
services. 


In Timmins, telephone 
operator services were 
transferred from an analog 
SP-1 Toll Switch, to the 
state-of-the-art DMS 200 
Digital switching unit. This 
transfer provided an increase 
in the efficiency of operation, 
improved service, and new 
features for customers. 


The first step of a four-phase 
plan to provide a fibre optics 
cable link between Timmins 


and North Bay was also 
completed this year. Sixty km 
of cable was laid along the 
Commission’s right-of-way 
between Timmins and Porquis 
Junction. Engineering work 
has already begun on Phase II 
which will extend the fibre 
optic link another 97 km to 
Swastika in 1989. The 
long-term plan is to extend 
digital facilities from North 
Bay to Hearst. 


Fibre optics use bursts of laser 
light to send messages through 
fine glass strands. They are 
smaller and lighter than 
conventional cable, can carry 
more information faster, more 
economically, and with higher 
signal quality and reliability 
than conventional circuitry. 


A successful marketing thrust 
launched custom calling 
features in Moosonee and 
Moose Factory. Another 
successful product line was 


introduced when the Branch 
became a distributor for the 
Sharp line of laptop computers 
and facsimile machines. 


Several innovative changes 
relating to special services 
were implemented in 1988. 
Telex rates were unbundled, 
providing customers the 
option of providing their own 
terminal equipment. In 
addition, a new rating 
structure was developed to 
better associate the value and 
diversity of services provided 
with actual costs. 


As the 1990’s approach, the 
Telecommunications Branch 
continues to be committed to 
keeping pace with the 
technological advances that 
are required to provide a 
modern, quality service to its 
clientele. It is actively 
pursuing new opportunities to 
better serve the communities 
of northern Ontario. 
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Joan Duffy 


Land Passenger Services 


The Passenger Services 
Division provides land 
transportation for residents 
and plays an important role in 
bringing tourists to the region. 
This Division is responsible 


for all regular passenger trains, 


the Polar Bear Express, all bus 
operations, including charters 
and tours, station facilities, 
and attaining and maintaining 
passenger equipment. In 
addition, it operates the 
Hannah Bay Goose Camp and 
is responsible for marketing 
all these services. 


All regular passenger trains 
have shown ridership 
increases of approximately 8 
percent from 1987. 


Ridership on the Polar Bear 
Express decreased 4.2 percent 
from 1987. ONTC through 
its Tourism Development 
Branch, is endeavoring to 
improve or foster the 
improvement on the 
Moosonee/Moose Factory for 
tourists, to encourage 
increased usage. 


The Hannah Bay Goose camp 
is located 45 air miles due east 
of Moosonee. The facility is 


particularly popular with 
American hunters and 
photographers, and 1988 was 
no exception to the traditional 
annual achievement of major 
bookings. 


As predicted, the North 
American bus industry, 
including that of the ONTC, 
has continued to experience an 
overall decline in scheduled 
service ridership. However, 
this year’s decline of 3 percent 
is considerably lower than that 
of previous years, hopefully 
signalling stabilization of 
regular ridership. Tours and 
charters have continued to be 
successful as reflected by a 10 
percent increase in their 
revenue. Overall bus revenues 
increased by 4 percent, and 
expenses were curtailed to 4 
percent over those of last year. 


Although bus operations have 
shown considerable 
improvement over the past 
couple of years, it is still a 
challenge to strike a balance 
between client needs and a 
cost-effective streamlined 
service. The Division will 
continue to analyse and 
monitor each bus route and 


frequency of service to bring 
the operation to a sound 
financial position. 


Two major projects were 
completed in 1988 adding to 
the ONTC quality of service 
and the economy of Timmins 
and Englehart. A modern 
intercity intermodel Rail/Bus 
Terminal was completed and 
opened in Englehart in 
October at a total cost of $1.5 
million. The new building 
provided 14,000 square feet, a 
bus canopy and special 
construction for handicapped 
access. In addition, the 
Timmins station was 
completely renovated with a 
new customer/BPX counter, a 
general office area with some 
retail rental space, and a 
sheltered bus canopy. The 
cost of this project was 
$700,000. 


In North Bay, site grading for 
the proposed North Bay 
Intermodel Passenger 
Terminal was completed 
making way for the 
construction of a new facility 
starting in 1989. Itis also 
planned to begin major 
renovations to the Cochrane 


station next year. 


The New Passenger Services 
branch of the Passenger 
Services Division continues 
with the project management 
and coordination of the GO 
Transit car reconstruction 
project. In all, 20 commuter 
rail car shells are being 
converted to intercity coaches 
The first three cars and one 
auxiliary power unit (APU) 
were completed, launched an 
preservice road-tested in 1988 
The new equipment will be 
introduced to the "Little Bear' 
train service between 
Cochrane and Moosonee earl 
in the New Year. Four more 
cars are expected to be 
completed and placed in 
service by the end of 1989. 
These refurbished cars 
represent the most modern, 
long distance rail passenger 
cars in North America. The 
conversion process is using 
state-of-the-art technology to 
reconstruct the cars’ interiors, 
sub-systems, electrical heatin 
and air-conditioning systems. 
The APU’s which provide 
electrical power for the trains 
will replace the last vestiges 
steam on the ONTC. 


The Solution 
Sheila Langlois 


The Rail Services Division 
provides the trains for land 
passenger and carload freight 
demands. It has three 
components - Transportation, 
Mechanical and Engineering. 


The Transportation 
Department is responsible for 
the scheduling, control and 
operation of all trains on the 
system, as well as the 
operation of various yards. 
The Mechanical Department 
handles the maintenance, 
repair, servicing, cleaning and 
inspection of all locomotives, 
freight cars, passenger cars 
and other non-revenue 
equipment on Ontario 
Northland’s lines. The 
Engineering Department 
undertakes the construction, 
maintenance and repair of all 
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Rail Services 


track, bridges, signal systems 
and culverts, and performs 
some railway building 
construction. 


The Mechanical Department, 
under a contract basis to the 
Land Passenger Division, 
handles conversion of 
commuter units to intercity 
coaches. Two coaches and 
one snack car were converted 
and an auxiliary power unit 
(APU) was completed in 1988. 
Using state-of-the-art 
technology, the Division’s 
mechanical facilities are able 
to complete any mechanical 
rebuild, refit, repair or 
modification requirement. 


Rail Services are responsible 
for maintaining and upgrading 
1,000 km of track, a fleet of 


approximately 700 freight 
cars, 33 diesel electric 
locomotives and 42 passenger 
cars. In 1988, this included 
completing one-half of a 3,000 
h.p. locomotive overhaul 
program, the finalization of 
the low temperature protection 
system installation and a 
further move towards more 
preventative and less 
breakdown maintenance. 


In addition, the Division 
continued to focus on 
improving technical and safety 
training. 


During the year, 16.5 miles of 
worn mainline was replaced 
with new continuous welded 
rail. A total of 43,000 track 
ties were replaced along with 
10 sets of switch ties, and 


some 50,000 tons of rock was 
crushed and distributed at 
various locations to provide 
for the maintenance of the 
ballast section and to facilitate 
surfacing and lining 
operations. Construction on 
two major track additions at 
Englehart and Moosonee was 
also started this year. 


A new Stores facility at 
Englehart and final track 
connections to the building 
were completed. In addition, — 
significant capital 
improvements were made to 
the Cochrane yard to facilitate 
the construction of new 
passenger equipment for the 
excursion train. 


House Cobalt 
‘aroline MacArthur 


$$ $$ eS 


The objectives of the 
government in setting up 
norOntair in 1973 were to 
reduce the isolation of 
northern Ontario, to enhance 
the industrial and commercial 
development of the region, 
and to bolster the private 
sector air business. The 
original mandate was to set up 
an infrastructure to operate an 
airline, to set standards and to 
determine fares and schedules. 


norOntair has met these goals 


and completed its mandate. In 
view of a move to 
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norOntair 


deregulation and a more 
competitive environment, the 
ONTC, in 1987, called for 
proposals from qualified 
carriers to determine to what 
extent, if any, the private 
sector would be prepared to 
assume some or all of the 
norOntair routes. Based on 
current activity, it seems at 
this time prudent to consider 
selling the Dash 8 aircraft and 
responsibilities but to retain all 
other norOntair roles to 
continue strengthening the 
North. Negotiations are 
underway. 


The successful bidder was Air 
Ontario of London, who was 
prepared to take over the Dash 
8 aircraft and routes. This sale 
and transfer of routes was 
scheduled to take place in 
October of 1988, however, for 
various reasons the transfer 
has been deferred until 1989. 


In order to maintain the 
continuity of service, the 
ONTC purchased one of its 
contractors, Air Dale, in 
November, 1988. At the same 
time a contract was entered 
into with Skyservices, 


formally a subsidiary of Air 
Dale, to perform maintenance 
work on both Dash 8 and four 
Twin Otter aircraft at Sault 
Ste. Marie. 


In 1988, norOntair continued 
to serve 21 communities with 
nine aircraft. These included 
two Dash 8’s, six Twin Otter’s 
and one Navajo. This year, 
the airline carried 108,000 
passengers, an increase of nine 
percent over 1987. 
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Marine Services 


The Marine Services division 
operates the M.S. 
Chi-Cheemaun on Georgian 
Bay, the M.V. Chief 
Commanda II on Lake 
Nipissing and the M.V. 
Manitou II on James Bay. 


The M.S. Chi-Cheemaun, a 
passenger/vehicle ferry 
connecting Tobermory on the 
Bruce Peninsula to South 
Baymouth on Manitoulin 
Island, experienced a slight 
decrease in total number of 
passengers carried but vehicle 
numbers increased over 1987. 
The vessel again operated at 
capacity during the peak 
summer season. It is 
noteworthy that the decrease 
in passengers was in drive-on 
numbers while walk-on 
passengers increased. The 
vessel is a major contributor to 
the area’s tourism activity. 
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Due to the physical constraints 
of the Chi-Cheemaun (600 
passengers/143 standard North 
American vehicles) and the 
fact that it is operating at 
capacity during the summer 
months, the ONTC has 
determined there is an 
immediate need for a second 
passenger/vehicle ferry. 


In North Bay, the M.V. Chief 
Commanda II cruise ship saw 
the positive results of schedule 
changes designed to make the 
service more attractive and 
accessible to both tourists and 
area residents. The newly 
introduced three-hour Sunday 
cruises along the North Bay 
shoreline and Callander Bay 
resulted in a 30 percent 
increase in passengers over the 
six-hour Sunday cruise offered 
to the French River in 1987. 


Another innovative change 


was the Friday evening 
"mystery" cruise offered 
during July and August. 


A new advertising and 
marketing campaign with the 
theme "Take to the Lake" was 
also introduced and its success 
will be built upon in 1989. In 
addition, a new on-shore 
waterfront ticket and travel 
information booth was 
opened, making the "Chief" 
more visible and accessible to 
the general public. 


And finally, to complete the 
year in style, the M.V. Chief 
Commanda IT crew were 
proud to play an integral part 
in the return of the M.V. Chief 
Commanda I from Dokis 
Village. Once refloated from 
its home of 14 years, the old 
vessel was towed to the mouth 
of Dokis Bay where it was 
rafted alongside the Chief II 


for the journey back to the 
original launch site in 
Callander. 


The M.V. Manitou IJ resumed 
normal levels of traffic after 
an abnormally long season in 
1987. Since 1975, when the 
vessel was put into service in 
Moosonee, the size and 
numbers of the vehicles 
carried has increased. In view 
of this, the barge will be 
lengthened and widened to 
accommodate more and larger 
vehicles. 


It is expected that Marine 
Services will continue to grow 
and enhance the attractiveness 
of the regions they serve as a 
tourist destination. The use of 
the ferries for transportation is 
essential to residents and 
businesses in all three areas. 


Night Hawk Marina i cm 
Catharine Cribbs 


Freight Services 


Ontario Northland’s Freight 
Services include rail freight 
handled by the Rail Services 
and highway freight carried by 
Transport Services. 


The bulk of the rail traffic 
comes directly from mining 
and forest industries, and as 
such is governed by 
fluctuations in these markets. 
In 1988, the total tonnage 
carried was close to five 
million, resulting in revenue of 
$44,300,000, an increase of 
1.6 percent over last year. 


The mining industry sector 
accounted for 79 percent of 
the total carload freight 
handled, up slightly from last 
year. This increase is largely 
due to continuing strong 
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markets and prices for base 
metals. The shipment of 
forest industry products 
accounted for 15 percent of 
the total freight carried, a 

4 percent decrease from 1987 
volumes. Markets for 
newsprint and wood pulp 
remained strong, and 
shipments of these 
commodities increased 6 and 
8 percent respectively. These 
increases, however, were 
offset by the termination of 
pulpwood shipments which 
were replaced with shipments 
of pulpwood chips at reduced 
volumes. 


Continued highway 
competition and a changed 
marketing and pricing 
philosophy on the part of the 


petroleum industry has helped 
erode the volume of 
northbound shipments of 
petroleum products. The 
continuing impact of 
regulatory reform has resulted 
in more intense competition 
and has put pressure on rate 
levels in many areas. It is 
anticipated that this will 
continue in 1989. 


In 1986, the Star Transfer 
trucking operation joined with 
Express Services to form an 
integrated "Transport 
Services" for all highway 
transportation of freight. 


The department has continued 
to show improvement. 
Although there was only a 

3 percent increase in weight 


carried, trucking revenue was 
$4.5 million, an increase of 
11.8 percent over 1987. Total 
revenues jumped 8.4 percent 
to $5.9 million. This resulted 
in a bottom line improvement 
of 11.4 percent, in spite of a 
loss created by the demise of a 
major connecting carrier. 


Transport Service employees 
maintained their excellent 
safety record with no lost-time 
injuries reported for the third 
consecutive year. The various 
terminals or departments have 
all received safety awards 
ranging from three to thirteen 
years with no lost-time 
injuries - a record of which 
management and staff are very 
proud. 


FINANCIAL 
STATEMENTS 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 


Consolidated Balance Sheet 
as at December 31, 1988 


Current Assets 


Long Term Investments - at cost 


Other Assets - at cost 


Investment in Property - at cost 
less accumulated depreciation (schedule 1) 


Approved on behalf of the Commission: 


Assets 


Cash and short term investments 
Accounts receivable 

Due from Contributory Pension Fund 
Materials and supplies 

Prepaid expenses 


Government bonds (market value 
$38,253,000; 1987 - $30,765,000) 


Self-insurance fund (note 4) 
(market value $2,463,000; 
1987 - $2,137,000) 

Bus franchises 

Investment in Telesat Canada 

Deferred pension charge (note 3) 


J. W. Spooner 
Chairman 


P.A. Dyment 
President and CEO 


See accompanying schedules and notes to consolidated financial statements. 
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1988 


5,544,714 
17,268,323 


12,672,810 


600,440 


36,086,287 


37,938,705 


2,462,335 
297,679 
150,000 


4,626,020 
7,536,034 


185,220,330 


266,781,356 


1987 


2309155 
16,915,071 
7,583,410 
10,554,808 


628,633 


38,051,677 


29,674,531 


POS SOM 5 | 
297,679 
150,000 


2,694,724 
5,270,682 


176,513,976 


249,510,866 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 


Consolidated Balance Sheet 
as at December 31, 1988 


Current Liabilities 
Deferred Revenue (note 6) 
Provision for Self Insurance (note 4) 


Long Term Debt 


Province of Ontario Equity 


Liabilities and Equity 


Accounts payable and accrued charges 


Loan from Province of Ontario 
non-interest bearing 


Contributed surplus 
Retained income 


1988 


23,191,047 
1,075,716 


2,462,335 


35,207,935 


18,357,776 


186,486,547 
204,844,323 


266,781,356 


1987 


19,823,779 
Pag ARS feo) 


2,128,279 


35;207,935 


20,772,165 


170,305,752 
191,077,917 


249,510,866 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 


Consolidated Statement of Income 
for the year ended December 31, 1988 


Operating Revenues 


Total operating revenues 


Operating Expenditures 


Total operating expenditures 


Loss from operations before the 
following 


Investment Income 


Net investment income 
Net loss before Government reimbursement 


Government reimbursement 
(schedule 2 and note 5) 


Net income for the year 


Commercial (schedule 3) 
Non-Commercial (schedule 4) 


Commercial (schedule 3) 
Non-Commercial (schedule 4) 


Interest expense 
Interest earned 
Gain on sale of bonds 


See accompanying schedules and notes to consolidated financial statements. 
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1988 


93,091,805 


17,738,645 


110,830,450 


83,205,726 


39,803,894 


123,009,620 


12,179,170 


(169,576) 
4,254,310 


4,084,734 


8,094,436 


24,275,231 


16,180,795 


1987 


90,285,299 


15,595,650 


105,880,949 


80,290,330 


37,685,672 


117,976,002 


12,095,053 


(203,337) 
S55 12042 


284,640 


3,612,935 


8,482,118 


24,773,935 


16,291,817 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
Consolidated Statement of Retained Income 
for the year ended December 31, 1988 


Balance, beginning of year 
Add net income for the year 


Balance, end of year 


_ See accompanying schedules and notes to consolidated financial statements. 


1988 


170,305,752 


16,180,795 


186,486,547 


1987 


154,013,935 


16,291,817 


170,305,752. 
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ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
Consolidated Statement of Contributed Surplus 
for the year ended December 31, 1988 


Balance, beginning of year 
Add: - Purchase of Air-Dale Limited (note 8) 


- norOntair aircraft and 
associated equipment 


- Capital expenditures of 


The Owen Sound Transportation 
Company, Limited 


Less: depreciation charges for the year 


Balance, end of year 


See accompanying schedules and notes to consolidated financial statements. 
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1988 


20,772,165 


500,100 


21,272,265 


2,914,489 


18,357,776 


1987 


20,690 


33,405 


22,886,809 


2,114,644 


20,772,165 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
Consolidated Statement of Changes in Financial Position 


for the year ended December 31, 1988 


Operating Activities 


Financing Activities 


Investing Activities 


Increase (decrease) in cash and short term 
investments during the year 


Cash and short term investments, 
beginning of year 


Cash and short term investments, 


end of year 


Cash provided from (used in) operations 
is derived as follows: 


Net loss before Government reimbursement 


Add (deduct): 


Cash provided from (used in) operations 


Cash provided from (used in) operations 
(see below) 
Government reimbursement 


Capital reimbursement from the Province 


Net investment in fixed assets 

Purchase of bonds 

Purchase of Air-Dale Limited (note 8) 

Proceeds from sale of bonds 

Proceeds from sale of fixed assets 

Contributory Pension Fund repayment 
(advance) 


Depreciation 

Amortization and gain on sale of bonds 
Gain on sale of fixed assets 

Increase in accounts receivable 

Increase in material, supplies and prepaids 
Increase in accounts payable 
Amortization of deferred revenue 
Increase in deferred pension charge 


See accompanying schedules and notes to consolidated financial statements. 


1988 


429,496 
24,275,231 


24,704,727 


500,100 


(21,904,278) 
(8,131,750) 
(500,100) 
922,850 


7,583,410 


(22,029,868) 


3,174,959 


2,369,755 


5,544,714 


(8,094,436) 


9,886,957 
(132,424) 
(26,272) 
(353,252) 
(2,089,809) 
3,367,268 
(197,240) 


(1,931,296) 


429,496 


1987 


(8,799,916) 


24,773,935 
15,974,019 


54,095 


(13,038,074) 
(6,913,125) 


1,504,750 
550,586 


(7,056,981) 


(24,952,844) 


(8,924,730) 


11,294,485 


2309s a0 


(8,482,118) 


8,043,199 
(401,127) 
(112,143) 
(2,343,245) 
(4,940,072) 
2,305,182 
(174,868) 
(2,694,724) 


(8,799,916) 
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ONTARIO NORTHLAND TRANSPORTATION COMMISSION 


Schedule of Investment in Property 
as at December 31, 1988 


Rail 


Telecommunications 
Buses 
Boats 


norOntair 


Star Transfer Limited 


The Owen Sound Transportation 
Company, Limited 

Gross investment in property 

Less accumulated depreciation 

Net investment in property 


Under construction 


See accompanying schedules and notes to consolidated financial statements. 
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Roadway 
Buildings 
Equipment 


Aircraft 
Other 


Vehicles 
Other 


Vessel 
Other 


1988 


111,116,575 
21,100,389 
40,869,914 
52,843,192 

2,662,488 
927,413 


15,942,700 
3,940,188 


1557,999 
1,002,085 


9,898,933 


380,938 


262,242,814 


107,560,983 


154,681,831 


30,538,499 


185,220,330 


Schedule 1 


1987 


109,514,298 
20,675,531 
40,673,625 
55,520,021 

25548), 162 
927,413 


15,542,700 
3,940,188 


1,881,825 
987,118 


9,898,933 


380,938 


2025251, 4 92 


100,936,803 


161,320,949 


bS, 13,02% 


176,513,976 


aT 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
Schedule of Government Reimbursement 
for the year ended December 31, 1988 


Cochrane - Moosonee branch line 
Main line passenger train 
Northlander (note 5) 

Air services - norOntair 
Moosonee ferry 


From Province of Ontario 


The Owen Sound Transportation 
Company, Limited 


Total Provincial Government reimbursement 
Federal Government reimbursement (note 5) 


Total Government reimbursement (note 5) 


See accompanying schedules and notes to consolidated financial statements. 


1988 


7,870,004 
5,993,035 
4,057,715 
4,338,347 


66,561 


22,325,662 


(30,359) 


22,295,303 


1,979,928 


24,275,231 


Schedule 2 


1987 


8,410,509 
5,750,070 
3,921,904 
4,573,597 


34,468 


22,690,548 


67,387 


22,154,935 


2,016,000 


24,773,935 


25 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 


Schedule of Commercial Operations 
for the year ended December 31, 1988 


Rail Freight Services 


Telecommunications 


Bus Services 


Transport/Express Services 


Marine Services (North Bay) 


Tourist Facilities (Hannah Bay) 


Total Commercial Operations 


Revenue 
Expenditures 


Income from operations 


Revenue (note 7) 
Expenditures 


Income from operations 


Revenue 
Expenditures 


Loss from operations 


Revenue 
Expenditures 


Loss from operations 


Revenue 
Expenditures 


Loss from operations 


Revenue 
Expenditures 


Income from operations 


Operating revenues 
Operating expenditures 


Income from operations 


See accompanying schedules and notes to consolidated financial statements. 
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1988 


44,792,443 


44,596,306 
196,137 


37,823,330 
26,951,955 


10,871,375 


4,149,923 


4,469,499 
(319,576) 


5,917,785 
6,554,031 


(636,246) 


272,911 
512,724 


(239,813) 


135,413 
121,211 


14,202 


93,091,805 


83,205,726 
9,886,079 


Schedule 3 


1987 


44,309,711 
40,885,360 


3,424,351 


36,190,536 
28,513,618 


7,676,918 


5,502,927 
4,050,776 


(187,849) 


5,457,548 
6.223;265 


COE TAD 


312,457 
489,144 


(176,687) 


152,120 
126,167 


22.905 


90,285,299 
80,290,330 


9,994,969 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 


Schedule of Non-Commercial Operations 


for the year ended December 31, 1988 


Rail Passenger Services 


Air Services (norOntair) 


Marine Services (Owen Sound) 


Marine Services (Moosonee) 


Total Non-Commercial Operations 


Revenue 
Expenditures 


Loss from operations 
Government reimbursement 


Net gain from operations 


Revenue 
Expenditures 


Loss from operations 
Government reimbursement 


Net gain from operations 


Revenue 
Expenditures 


(Gain) Loss from operations 
Government reimbursement 


Revenue 
Expenditures 


Loss from operations 
Government reimbursement 


Operating revenues 
Operating expenditures 


Loss from operations 
Government reimbursement 


Net gain from operations 


See accompanying schedules and notes to consolidated financial statements. 


1988 


5,587,690 


23,290,411 


17,702,721 
19,900,682 


_ 2,197,961 


7,620,778 


11,947,104 


4,326,326 
4,338,347 


12, 021 


4,456,325 
4,425,966 


(30,359) 
(30,359) 


73,852 
140,413 


66,561 
66,561 


17,738,645 


39,803,894 


22,065,249 
24,275,231 


2,209,982 


Schedule 4 


1987 


S5UkG 233 


22,546,520 


17,430,287 


20,098,483 
2,668,196 


6,154,203 


10,712,083 


4,557,880 
4,573,597 


LO GAT 


4,226,501 


4,293,888 


67,387 


67,387 


98,713 
133,181 


34,468 
34,468 


15,595,650 


22,090,022 


24,773,935 
2,683,913 
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ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
Notes to Consolidated Financial Statements 
December 31, 1988 


1. SIGNIFICANT ACCOUNTING POLICIES 


(a) Basis of accounting 

These consolidated financial statements are prepared in accordance with generally accepted accounting principles. They include the 
accounts of the Commission and its wholly-owned subsidiaries, Star Transfer Limited and The Owen Sound Transportation Company, 
Limited. 

(b) Materials and supplies 

With the exception of used rail, all materials and supplies are shown at cost. Used rail is shown at estimated utility value. 

(c) Investment in property and depreciation 

Fixed assets are stated at acquisition cost. 

Depreciation is calculated on a straight-line basis over the estimated service lives of the assets. 


The estimated service lives used for principal categories of assets are as follows: 


Road-main line and branches 20 to 50 years 
Railway diesel locomotives 25 years 
Railway cars 33 years 
Vessel 30 years 
Telecommunications equipment 15 years 
Aircraft 10 years 
Boats 20 years 
Vehicles 3 years 

Buses 10 years 


The Province of Ontario reimburses the Commission for the costs of certain fixed assets purchased for use in operations designated as 
non-commercial by the Province. The Commission records these assets at their original cost together with an offsetting credit to 
Contributed Surplus. Annual depreciation on these fixed assets is recorded as a reduction to Contributed Surplus. 


(d) Income Taxes 


As Crown C orporations of the Province of Ontario, the Commission and its wholly-owned subsidiaries are exempt from income taxes 
and accordingly no tax provision is reflected in operations. 
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2. CHANGE IN ACCOUNTING ESTIMATE 


During 1988 the Commission reviewed the remaining useful lives of its road assets and changed the estimated service lives of these 
assets from 20-200 years to 20-50 years. As a result of this change, the depreciation expense for 1988 is increased by $1,934,000 and 
net income decreased by the same amount. 


3. PENSION PLAN 
The Commission is the trustee for its contributory pension plan which covers all permanent staff. 


The net cost of pension benefits is actuarially determined on the basis of management’s best estimates using the projected benefit 
method pro-rated over the service lives of employees. The net cost of pension benefits includes the amortization over the remaining 
service lives of the plan members of the initial net pension surplus and the 1988 experience gain. Pension plan assets were valued at a 
market related value based on recognizing the difference between book and market values at each year end over a five year period. 


The Commission’s share of the net cost of pension benefits earned by employees during the year was $1,268,451. In 1988 the 
Commission funded the amount of $3,199,747. The excess of the funded amount over the net cost of benefits earned is recorded as a 
Deferred Pension Charge on the Balance Sheet. 


The actuarial valuation prepared for accounting purposes as at December 31, 1988 disclosed a surplus of $10,168,000 representing the 


excess of plan assets of $188,538,000 over accrued pension benefits of $178,370,000. This valuation assumed an expected rate of 
return on plan assets of 7 1/2 per cent and projected pay increase of 5 1/2 per cent. 


4. SELF-INSURANCE 
| The Commission follows the policy of self-insuring for damages from rolling stock derailments and for cargo damage. Annual 


contributions to the self-insurance fund consist of a $100,000 premium paid by the Commission in addition to investment income 
earned on fund assets. 


5. GOVERNMENT REIMBURSEMENT 


In accordance with the Memorandum of Understanding between the Commission and the Ministry of Northern Development and 
Mines, certain operations of the Commission have been designated as non-commercial and receive annual operating subsidies, the 
details of which appear on Schedule 2. 


! 
| The subsidy amount for the non-commercial rail operations, which consist of the Cochrane-Moosonee branch line and main line 

_ passenger train services, allows the Commission to earn an annual rate of return equal to the lesser of 9.325 per cent or the actual rate 
_ of return earned on the total of the Commission’s commercial operations for the same year. For all other non-commercial operations 
shown on Schedule 2, the subsidies equal the operating losses for the year. A portion of the subsidy for the operating loss of the 
weekday passenger train service between North Bay and Toronto is received from the National Transportation Agency of Canada 
under section 261 of the Railway Act. 


l 
| 
) 


I 
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6. DEFERRED REVENUE 


in 1985. the Commission received $1,740,000 as full settlement for revenue lost through the rerouting of certain long distance 
telephone traffic. This amount is being amortized to income over the eight remaining years of the original agreement. 


7. TELECOMMUNICATIONS REVENUE AGREEMENTS 
The Commission has revenue-sharing agreements with Bell Canada and Northern Telephone Limited, subsidiaries of Bell Canada 


Enterprises Inc. These revenue-sharing agreements may be terminated by either party after giving 180 days and 60 days prior notice, 
respectively. Approximately 73 per cent (1987 - 74 per cent) of telecommunications revenue depend on these agreements. 


8. PURCHASE OF AIR-DALE LIMITED 
In 1988, the Commission purchased Air-Dale Limited. The major assets of the company at the time of purchase were commercial air 


licences, operation certificates and experienced flight personnel. With the purchase, the Commission through norOntair now provides 
the air transportation services and Air-Dale Limited is essentially an inactive company. 


9. SUBSEQUENT EVENTS 
(a) Mine Closures 


In March 1988 one of the Commission’s major customers announced that it will close its mining operations at two mines located in 
Northern Ontario by March 1990. Traffic at these two mines accounted for about 23 per cent of the Commission’s rail freight revenue. 


(b) Purchase of New Ferry 


On February 28, 1989, The Owen Sound Transportation Company, Limited purchased a second vessel for use in its operations. The 
cost of acquiring, transporting and refurbishing the vessel is estimated to be approximately $9 million. All costs will be paid by the 
Ontario Northland Transportation Commission and later reimbursed by the Ministry of Northern Development and Mines, in 
accordance with the Memorandum of Understanding between the Commission and the Ministry. 


10. COMPARATIVE FIGURES 


Prior year’s figures have been reclassified where necessary to conform to the current year’s presentation. 
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To the Ontario Northland Transportation Commission and to the Minister of 
Northern Development. 


I have examined the consolidated balance sheet of the Ontario Northland 
Transportation Commission as at December 31, 1988 and the consolidated 
statements of income, contributed surplus, retained income and changes in 
financial position for the year then ended. My examination was made in 
accordance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as I considered necessary in the 
circumstances. 


In my opinion, these consolidated financial statements present fairly the 
financial position of the Commission as at December 31, 1988 and the results 
of its operations and the changes in its financial position for the year then ended 
in accordance with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


PR Re ee ae Oe 


Toronto, Ontario D.F. Archer, F.C.A. 
June 9, 1989 Provincial Auditor. 


31 


Catharine Cribbs, a resident 
of South Porcupine, grew up 
along the North Shore of Lake 
Huron. The rugged 
geography, with abundant 
rocks and lakes has had an 
underlying influence on her 
work. Cribbs works in a 
number of different media 
including watercolour, hand 
built clay sculptural forms and 
lino and woodblock prints. 


Tom Cummings, born in 
Manitoba, now lives and 
works in North Bay. His work 
has received both national and 
international recognition and 
is represented in major 
galleries across Canada, as 
well as in numerous colleges 
and universities and in a host 
of private collections. 
Working mainly with oils, he 
has also used sculpture as a 
form of expression. 
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The Artists 


Joan Duffy-Nabb was born 
and educated in Kirkland 
Lake. She works mainly in 
watercolour, and pen and ink. 
Her work has been accepted in 
many juried shows and she has 
won several awards and 
honourable mentions. She is 
also featured in a number of 
public and private collections. 


Sheila Langlois, born and 
raised in Kirkland Lake, has 
painted the "North" for the 
past thirty years. Although 
predominantly a 
water-colourist, she works and 
teaches in a variety of media. 
Langlois has had numerous 
solo shows, and has received 
many awards for her works. 


Caroline MacArthur was 
born in Nova Scotia, and 
moved with her family to 
Cobalt in 1930. She is an 
active member of the Northern 
Ontario Art Association and is 
a retired teacher of art at the 
Northern College of Applied 
Arts and Technology. 
MacArthur has painted in 
many countries, but her 
greatest love is Cobalt with its 
lovely old buildings, mine 
shafts and open cuts. 


Bruce St. Clair has lived and 
worked in the Lake Nipissing 
area since 1969. His work 
ranges from contemporary 
high realism to naturalism. He 
is fascinated with the way 
light often transforms simple 
objects and settings into things 
of elegant beauty. St. Clair 
works in the media of oil and 
watercolour. 


Ivan Wheale was born in 
England and emigrated to 
Canada in 1957. Since 1975 
he has lived and worked on 
Manitoulin Island. His work 
is included in 37 public and 
corporate collections including 
"The Royal Collection" in 
Windsor Castle in England. 
He has received numerous 
awards for his work and an 
honourary Doctor of Law 
from Laurentian University. 
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The Honourable Lincoln M. Alexander 
Pe. O'C. CStJ. B.A. 
Lieutenant-Governer of the Province of Ontario 


May it please your Honour: 


I beg leave to present the 89th annual report of the Ontario Northland 
Transportation Commission for the year ending December 31, 1989. 


Respectfully submitted, 
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René Fontaine 
Minister of Northern Development 
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Poe Ontario 
Northland 

The Honourable René Fontaine 

Minister of Northern Development 

Parliament Buildings 

Toronto, Ontario 


Sir: 


I beg to submit the annual report for the year 1989 of the Ontario 
Northland Transportation Commission, and I have the honour to be, Sir, 


Yours faithfully, 


M.D. Sinclair 


Chairman, ONTC 
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hroughout 

almost 90 

years of 
srvice, Ontario 
lorthland has been the 
redominant supplier of 
ssential transportation 
nd communication 
ervices across the 
rovince’s vast northern 
tritory. In 1989 we 
reated new 
levelopment and 
ourism departments to 
nable the company to 
ike a high-profile 
-adership position in 
oth of these fields. 


Jur progress in 
evelopment has been 
xciting. Construction 
jill start on a new 
uil/bus terminal in 
ochrane with a small 
ut high-quality hotel 
omponent in 1990. 
Ve’ve also begun work 
nanew bus 
srminal/office complex 
uilding in Kirkland 
ake. Downtown 
evelopment on land 
srmerly occupied by 

1e ONR rail yard is 
roceeding in Timmins 
nd we are examining 
pportunities for various 
rojects in Moosonee. 

1 1990 we will 

fficially open our new, 
‘ate-of-the-art, rail/bus 
‘rminal in North Bay. 


Several other projects 
are in the early study 
stages. 


Although our rail, bus, 
marine and air services 
have always figured 
prominently in our 
northern tourism 
industry, the creation of 
our "Be My Guest In 
Northern Ontario" 
marketing and 
promotion campaign has 
generated considerable 
consumer awareness and 
consideration for our 
unique northern tourist 
experiences. Though 
the campaign is targeted 
specifically toward 
Chi-Cheemaun, 
Nindawayma and Chief 
Commanda marine 
services, Northlander 
and Polar Bear Express 
Services and various 
elements of norOntair 
and ON Bus products, 
we have worked closely 
with our regional 
tourism associations to 
promote all of the 


North’s tourist amenities. 


In telecommunications, 
we’re ahead of schedule 
with the laying of the 
fibre optic cable 
between Timmins and 
North Bay and we 
continue to provide 
quality communication 


services with state-of- 
the-art equipment. 


In 1989 our shops in 
North Bay continued the 
construction of new rail 
cars turning out three 
passenger cars and the 
first of three electric 
auxiliary power units. 


An early retirement 
program was developed 
to take effect in the 
spring of 1990 to trim 
our work force to face 
leaner and more 
challenging conditions 
for the rest of the decade 
and respond to the 
expected loss of iron ore 
pellet traffic. 
Opportunities will be 
created to train and 
promote younger staff to 
help Ontario Northland 
take advantage of new 
and exciting commercial 
ventures for the future. 


Respectfully 
submitted, 


PD) Lpst 


Peter A. Dyment 
President and CEO 
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he tourism industry 

in the North, though 

an important 
component of the northern 
economy, has traditionally 
lagged behind the resource 
industries in terms of 
investment and development. 
Historically, tourism was 
seen as an employment 
support mechanism during 
periods of market decline in 
mining and forest products. 


Ontario Northland plays a 
vital role in tourism through 
its ferries, the Chi-Cheemaun 
and Nindawayma, the Lake 
Nipissing tour boat, Chief 
Commanda, the Northlander, 
Little Bear and Polar Bear 
Express trains, air services 
with norOntair and highway 
coach services with Ontario 
Northland Bus. 


In the past, these services 
were marketed on an 
individual basis with little 
product or promotion 
integration or co-operative 
marketing ventures with 
regional tourist associations 
or the Ministry of Tourism. 


The company’s new 
department of Tourism was 
created in 1989 to produce 
and manage a wide-ranging 
marketing program which 
would "sell" the entire region 
from Tobermory to James 


Bay in conjunction with 
Ontario Northland travel 
products. Beginning with a 
major production of more 
than 14,000 up-to-date still 
photos of tourism subjects 
throughout the region, 
Tourism worked closely 
throughout the summer with 
its advertising and 
production agencies to create 
an array of print and 
broadcast materials targeted 
to a selection of audiences 
which market research 
indicated had both the 
demand for and the ability to 
buy Northland vacations. 


This was not expected to be 
an easy market challenge. 
With traffic off an estimated 
17 per cent during the 1989 
season and a further forecast 
decrease of an additional 20 
per cent in 1990, the staff 
worked toward a 1990 target 
of holding the ’89 market 
penetration. 


he "Be My Guest in 

Northern Ontario" 

campaign was first 
introduced to the 
management of our local 
tourist regions who provided 
immense cooperation in 
trade shows, tourist 
information operations and 
utilization of the "Be My 
Guest in Northern Ontario" 
materials in their own 
promotional efforts. 
Through increased direct 
sales activities, direct mail 
and more efficient literature 
distribution through a new 
co-venture with the 
Association For The 
Mentally Retarded, Tourism 
marketing was staged to 
maximize the reach and 
frequency of its marketing 
efforts to highly-targeted 
consumer markets. 


A sub-division of Tourism 
called "Attractions" was 
created initially to assist in 
the improvement of the 
tourist offerings in 


Moosonee and Moose 
Factory. With a full-time 
resident manager, the 
operation has started several 
initiatives to improve the 
Polar Bear Express tourist 
experience and is working 
closely with Northern 
Development, the ministries 
of Natural Resources and 
Tourism, the Moosonee 
Development Area Board, 
Chamber of Commerce, the 
Moose Band Cree, 
MoCreebeck and the Ontario 
Heritage Foundation to plan 
and develop this vital 
tourism revenue resource for 
the future. 


With the advent of GST, the 
continued high international 
value of the Canadian dollar, 
high interest rates and 
uncertain economic 
conditions, the northern 
tourism industry and Ontario 
Northland will continue to 
face strong competition for 
the tourist dollar for the 
balance of the decade. But 
we believe that with 
escalating demand for 
uncrowded, unhurried 
recreation opportunities in 
clean air, water and forest 
conditions we can hold and 
increase our market share 
through general 
improvement of the northern 
tourism plant and aggressive, 
professional marketing. 
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nother year of 
growth for 
Ontario 
Northland Telecommuni- 
cations. Though there 
was a significant increase 
in the volume of 
long-distance traffic, rate 
reductions resulted in a 
decrease in revenue for 
the year. 


Among the projects 
undertaken toward the 
satisfaction of 
continually-increasing 
demand for service in the 
North were the 
installation of a Datapac 
switching centre in 
Timmins and completion 
of phase II of the fibre 
optic link between 
Timmins and North Bay. 
The fibre optic cable now 
reaches from Timmins to 
Swastika and will extend 
to Temagami in 1990. 


The soon-to-be- 
commissioned SCADA 
(Supervisory Control 
And Data Acquisition) 
system in Timmins is a 
computer-based means of 
monitoring our entire 


telecommunications 
network which will 
provide a new level of 
instant system/ 
management information. 


We are just beginning to 
realize the revenue 
potential for the sale or 
lease of associated 
business products 
through successful 
marketing of Sharp 
laptop computers and 
FAX machines in 
addition to our newest 
market entry, the 
Motorola line of 
communications 
equipment. 


The demand for more 
efficient, more effective 
communication services 
continues to grow 
throughout the North at 
an unprecedented rate. 
We will continue to meet 
and exceed the demands 
of the marketplace 
through the application 
of the latest and best 
technologies and the 
expansion of vital 
support services. 


he past year was 

an uncertain 

time for rail 
assenger travel. While 
1¢ Northland night train 
-ochrane to Toronto) 
nd the Northlander day 
ain (Timmins to 
oronto) experienced 
creased ridership, the 
ittle Bear (regular 
Tvice Cochrane to 
[oosonee) showed an 
crease of almost nine 
-r cent, probably due to 
¢ enhanced passenger 
ymfort and service 
‘ovided by the new rail 
irs built in the Ontario 
orthland shops in North 
ay. During the summer 
ason, the Polar Bear 
xpress ridership 
opped about five per 
nt from the previous 
ar reflecting the 
crease in general 
urist traffic in the 
gion. VIA announced 
e cancellation of the 
orthland train service in 
e fall. 


Strong, new marketing 
initiatives coupled with 
the creation of new travel 
products such as fall 
colour tours which 
integrate rail, bus and 
marine services will help 
to increase rail passenger 
demand in the future. 


Bus services, in general, 
turned in revenue 
increases despite a slight 
decline in scheduled 
service ridership. 
Careful monitoring of 
changing travel demand 
patterns and the 
maintenance of the 
highest-possible level of 
customer comfort and 
safety should keep 
Ontario Northland bus 
services competitive for 
the future. 


Passenger comfort and 
service in stations and 
terminals are critical 
elements in maintaining 
market share and 
attracting new business. 
Our new facilities in 
Timmins, Englehart and 
Toronto will be 
complemented in the 
near future with major 
station developments in 
Cochrane and North Bay. 


The James Bay goose 
hunting tourism business 
faltered somewhat and 
our Hannah Bay 
Operation was no 
exception. Since this is 
probably due to the 


advancing age of the 
repeat customer base, an 
aggressive marketing 
campaign was developed | 
to co-promote the region 
and ultimate hunting 
experience with the 
James Bay Frontier 
Travel Association. 


The first three cars and 
one auxiliary power unit 
of the new train being 
constructed in the 
Ontario Northland shops 
in North Bay went into 
successful service 
between Cochrane and 
Moosonee on February 
Ist. Two additional 
passenger cars were 
finished later in the year. 
When the project is 
complete, 20 all-electric 
passenger and food- 
service cars and three 
power units will be in 
service. The design and 
quality of workmanship 
makes these cars some of 
the best in North 
America. 


In all aspects of our 
operations, we continue 
to improve the level of 
passenger comfort and 
service and provide the 
highest quality 
experience for the regular 
traveler and tourist alike. 
In the highly-competitive 
conditions of the future, 
Passenger Services is 
increasingly better 
positioned to maintain 
and increase market share. 


ith the 
responsi- 
bility for 
1,000 km of track, a fleet 
of 700 freight and 42 
passenger cars and 33 
locomotives, rail services 
people keep the railroad 
running in the searing 
and bug-infested heat of 
summer and the bone- 
chilling, sub-zero winter 
conditions. Railroading 
in these extreme 
conditions creates 
engineering challenges 
not found in more 
moderate climes. 


With a relatively short 
summer season available 
for maintenance and 
repair, track, bridges and 
almost every other 
railroad element become 
the focus of energetic 
attention. Major projects 
included the complete 
removal of rail and 
associated structures 
from Timmins and the 
construction of an 
intermodal freight 
terminal. 


Some sectors of our vital 
rail freight business 

will decline with the 
planned closing of both 
the Sherman and Adams 
mines in 1990. Large 
scale reorganization and 


personnel reductions will 
be necessary in all facets 
of rail operations and 
administration. 


Potential new mineral 
operations, the 
possibility of a unique 
northern opportunity for 
the disposal of Toronto’s 
solid waste and the 
continuing increase in 
shipments of sulphuric 
acid represent possible 
new business for the 
coming year. 


ntario 
Northland’s 
ventures into 

development were 
undertaken to realize the 
potential of the 
company’s extensive 
land holdings, 
investment capability and 
the development 
expertise of company 
and allied northern staff. 


Using these resources 
and working alone or in 
joint venture with 
northern private capital 
developers, we already 
have an impressive array 
of projects under way. 


Work proceeds on a 
potential 14-acre 
downtown development 
in Timmins which, when 
completed, could contain 
office, retail, hotel, — 
convention centre and 
retirement residence 
components. 


With expected 
completion for the 1991 
Polar Bear season, the 
Cochrane bus/train 
station development is 
now in the achitectural 
design stage. The 
$3-million project, while 
retaining the architectural 
flavour of the original 
1910 building, will 
contain a new 23-room 
hotel, restaurant and 
passenger areas. The 
facility will relieve some 
of the congestion of the 


Polar Bear Express 
excursion and provide 
much greater customer 
service and comfort year 
round. 


In Kirkland Lake, tenders 
will soon be called for 
construction of a modern 
bus terminal with an 
additional 30,000 square 
feet of retail and office 
space. Completion is 
scheduled for early fall, 
1991. 


An August 1990 opening 
of North Bay’s new 
rail/bus terminal will 
provid solutions to many 
of the city’s 
"people-moving" 
problems as rail travel 
patterns change and 
increased vehicle traffic 
creates a need fora 
facility more accessible 
to large highway buses. 


In many northern 
municipalities, Ontario 
Northland holds prime 

industrial property with 
development potential. 


Ontario Northland 
Development staff are 
working closely with 
municipal Economic 
Development 
Departments to provide 
rail-serviced land as an 
important element in 
attracting new industry. 


Ontario Northland 
Development is also 
playing a key role ina 
consortium of interests 
offering a northern 
garbage disposal solution 
to Metro Toronto. 


From resources to 
tourism and 
manufacturing, 
transportation and 
commercial properties, 
the potential for Ontario 
Northland Development 
in the North appears to 
be unlimited. 


irline service in 

the North 

continues to 
change radically after 
de-regulation. Carriers, 
trying to establish new 
routes and schedules, 
initiated, changed or 
suspended services 
constantly and the rate of 
change accelerated with 
the fortunes of the 
northern economy. 


norOntair was 
established in 1973 to 
ensure a basic level of 
scheduled air service was 
provided in the North. 
We continue to fill this 
role despite the fact that 
some of our service 
communities cannot 
generate commercially- 
viable passenger loads. 


Though some subsidized 
service is, and will 
continue to be a fact, our 
goal is to maximize 
revenues over our entire 
route structure and 
reduce the need for 
support to the absolute 
minimum. In 1989 we 
substantially reduced the 
passenger subsidy rate. 


To achieve our objective, 
schedules to many 
communities were 
improved during the year 
and Dash-8 service 


extended to as many 
destinations as possible, 
including Fort Frances 
and Winnipeg. We’re 
now competing 
effectively with business- 
class fares on Dash-8 
routes and we’ve added a 
wide range of discount 
fares throughout the 
norOntair system and 
joint discount fares with 
Canadian Airlines and 
Air Canada carriers. As 
a result of these 
initiatives, norOntair 
recorded the highest-ever 
annual revenue of over 
$9-million. 


Since the demand for 
business air travel is tied 
so closely to the North’s 
resource-based economy, 
the outlook is uncertain. 
However, we are 
developing new 
initiatives aimed at the 
high-end hunting and 
fishing tourist market 
with plans for 
co-marketing ventures 
with major outfitters. 
Test projects for specific 
target markets in 
conjunction with the "Be 
My Guest in Northern 
Ontario” campaign 
indicate potential for the 
generation of new 
tourism business from 
foreign sources. 


y any measure 
1989 was a 
successful 

operating year for Marine 

Services. 


The addition of the 
Nindawayma to the 
Bruce Peninsula - 
Manitoulin Island service 
virtually eliminated 
lineups at the terminals 
and contributed to a total 
traffic increase of 11 per 
cent and the extended 
sailing season for the 
Chi-Cheemaun facilitated 
fall travel for both tourist 
and local traffic. 


The Manitou II was 
widened and lengthened 
in the spring to 
accommodate increased 
truck, freight and 
construction equipment 
traffic to Moose Factory 
Island. Total traffic for 
the season increased by 
five per cent. 


The Chi-Cheemaun and 
Nindawayma play a vital 
role in tourism 
development for the 
North and have become 
an essential part of 
summer holiday travel 


for everyone traveling by 
motorcycle, family car, 
motorhome or tour bus. 
For this reason, the 1990 
tourism marketing 
program puts 
considerable weight to 
these services in 
recognition of their 
potential drawing power 
for tourism on the Bruce 
Peninsula - Manitoulin 
Island and as feeders to 
all northern travel 
regions. 


The Chief Commanda is 
the single most important 
tourist attraction in the 
Near North travel region 
and, for the coming 
season, will have new 
themed cruise products 
designed for a variety of 
passengers, expanded 
reservation and ticket 
distribution and a 
significantly enhanced 
marketing and promotion 
program. 


tar Transfer 

trucking 

operations joined 
with Express Services in 
1986 to provide an 
integrated approach to 
highway freight 
transportation. 


For the first time in four 
years there was no 
improvement in the 
division’s operating 
position primarily 
because of the decline in 
the mining exploration 
and related supply 
industries and the demise 
of a major connecting 
carrier which had 
accounted for almost a 
million dollars in 
revenue the previous 
year. 


Through replacement of 
ageing tractors, trailers 
and straight trucks, there 
was a general 
improvement in customer 
service and fleet 
maintenance. 


Haulage to the new 
intermodal terminal, 
following the 
decommissioning of the 
Timmins rail yard made 
a significant contribution 
to revenue. 


Transport Services 
expects the issuance of 
licenses for service to 
northwestern Quebec in 
the new year which will 
provide a substantial new 
business base in 
Rouyn/Noranda. 


In addition, the company 
is investigating the 
revenue potential of 
hauling such diverse 
loads as solid waste, 
paper goods for 
re-cycling and specific 
dangerous commodities 
for which existing 
personnel are already 
trained and licenced. 


| 
| 
| 
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ONTARIO NORTHLAND TRANSPORTATION COMMISSION 


Consolidated Balance Sheet 
as at December 31, 1989 


Current Assets 


Long Term Investments - at cost 


Other Assets - at cost 


Investment in Property 
at cost less accumulated 
depreciation (schedule 1) 


Approved on behalf of the Commission: 


bls oe ee 


M.D. Sinclair 
Chairman 


Assets 


Cash and short-term investments 
Accounts receivable 

Materials and supplies 

Prepaid expenses 


Government bonds (market value 
$24,727; 1988 - $38,253) 


Self-insurance fund (note 3) 
(market value $2,898; 
1988 - $2,463) 

Bus franchises 

Investment in Telesat 

Deferred pension charge (note 2) 


P.A. Dyment 
President and CEO 


See accompanying schedules and notes to consolidated financial statements. 


(dollars in thousands) 


1989 
$ 
8,374 
17,619 
12,869 
527 


39,389 


24,530 


2,832 
298 
150 

5,371 


8,651 


207,918 
280,488 


1988 
$ 


5,545 
17,268 
12,673 

600 


36,086 


31939 


2,462 
298 
150 

4,626 


1 a0 


185,220 
266,781 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 


Consolidated Balance Sheet 
as at December 31, 1989 


Current Liabilities 


Deferred Revenue (note 5) 


Provision for Self-Insurance 
(note 3) 


Long Term Debt 


Province of Ontario 
Equity 


Liabilities and Equity 


Accounts payable and accrued 
charges 


Loan from Province of Ontario 
non-interest bearing and with 
no specific terms of repayment 


Contributed surplus 
Retained earnings 


See accompanying schedules and notes to consolidated financial statements. 


(dollars in thousands) 


1989 


1988 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
Consolidated Statement of Income and Retained Earnings 
for the year ended December 31, 1989 


(dollars in thousands) 


1989 1988 
$ $ 
Operating Revenues (schedule 2) 142,573 136,787 
Operating Expenses (schedule 2) 128,437 124,691 
Operating Income 14,136 12,096 
Investment Income 4,773 4,254 
Interest Expense (142) (70) 
Net Income for the year 18,767 16,180 
Retained Earnings, beginning of year 186,486 170,306 
Retained Earnings, end of year 205,253 186,486 


See accompanying schedules and notes to consolidated financial statements. 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
Consolidated Statement of Contributed Surplus 
for the year ended December 31, 1989 


Balance, beginning of year 


Add: Marine Services (Moosonee) 
barge upgrade 


Purchase of Air-Dale Limited 


Less: Depreciation 


Balance, end of year 


See accompanying schedules and notes to consolidated financial statements. 


(dollars in thousands) 


1989 
$ 


18,358 


16,094 


1988 
$ 


20.712 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
Consolidated Statement of Changes in Financial Position 


for the year ended December 31, 1989 


Operating Activities 


Financing Activities 


Investing Activities 


Increase in cash 
and short-term investments 
during the year 


Cash and short-term 
investments, beginning of year 


Cash and short-term 
investments, end of year 


Cash provided from operations 
is derived as follows: 


Net Income for the year 


* Add (deduct): 


Cash provided from 
operations 


Cash provided from 
operations (see below) 


Capital reimbursement from 
the Province 


Investment in fixed assets 

Purchase of bonds 

Purchase of Air-Dale Limited 
Proceeds from sale of bonds 

Proceeds from sale of fixed assets 
Contributory Pension Fund repayment 


Depreciation 
Amortization and gain on sale 

of bonds 
Gain on sale of fixed assets 
Increase in accounts receivable 
Increase in materials and supplies 

and prepaid expenses 
Increase (decrease) in accounts payable 
Amortization of deferred revenue 
Increase in deferred pension charge 


See accompanying schedules and notes to consolidated financial statements. 


(dollars in thousands) 


1989 
$ 


20,692 


150 


(32,438) 
(1,190) 


14,944 
671 


(18,013) 


2,829 
5,545 


8,374 


1988 


500 
(21,904) 
(8,132) 
(500) 


o25 
7,584 


(22,029) 


16,180 
9,887 
(133) 

(26) 
Ga3) 


(2,090) 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
Schedule of Investment in Property 
as at December 31, 1989 Schedule 1 


(dollars in thousands) 


1989 1988 
$ $ 

Rail Roadway 121,458 He 7 
Buildings 23,912 21,100 
Equipment 48,221 40,870 
Telecommunications 57,096 52,843 
Buses 3,162 2,663 
Boats 967 O27 
norOntair | Aircraft 15,943 15,943 
Other 3,940 3,940 
Star Transfer Limited Vehicles 2,169 1558 
Other 1,185 1,002 

The Owen Sound 

Transportation Company, 

Limited Vessels 19,811 9,899 
Other 381 381 
Gross investment in property 298,245 262,243 
Less accumulated depreciation 114,947 107,561 
Net investment in property 183,298 154,682 
Under construction 24,620 30,538 
207,918 185,220 


See accompanying schedules and notes to consolidated financial statements. 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 


Schedule of Operating Revenues and Expenses 
for the year ended December 31, 1989 


Rail Services 


Telecommunications 


Air Services 


Transport/Express Services 


Marine Services 
(Owen Sound) 


Sales Revenue 
Government Reimbursement (note 4) 


Total Revenue 
Expense 


Income (loss) from operations 


Revenue (note 6) 
Expense 


Income (loss) from operations 


Sales Revenue 
Government Reimbursement (note 4) 


Total Revenue 
Expense 


Income (loss) from operations 


Revenue 
Expense 


Income (loss) from operations 


Sales Revenue 
Government Reimbursement (note 4) 


Total Revenue 
Expense 


Income (loss) from operations 


See accompanying schedules and notes to consolidated financial statements. 


Schedule 2 


(dollars in thousands) 


1989 
$ 


52,210 
20,256 


72,466 
71,065 


1,401 


39,337 
26,703 


12,634 


10,203 
4,500 


14,703 
12,674 


2,029 


5,328 
6,450 


(1,122) 
5,126 


5,126 
5,608 


(482) 


1988 
$ 


51,647 
19,901 


71,548 
69,154 


2,394 


38,039 
27,168 


10,871 


7,621 
4,338 


11,959 
11,947 


ie 


3.9L 
6,554 


(636) 


4,456 
(30) 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 

Schedule of Operating Revenues and Expenses 

for the year ended December 31, 1989 Schedule 2 
(continued) 


(dollars in thousands) 


1989 1988 
$ $ 

Bus Services Revenue 5,086 4,349 
Expense 5,165 4,668 

Income (loss) from operations (79) (319) 

Marine Services Revenue 283 243 
(North Bay) Expense 506 afl) 
Income (loss) from operations (223) (240) 

Marine Services Sales Revenue 85 74 
(Moosonee) Government Reimbursement (note 4) 62 66 
Total Revenue 147 140 

Expense 155 140 

Income (loss) from operations (8) 0 

Tourist Facilities Revenue 97 135 
(Hannah Bay) Expense 111 121 
Income (loss) from operations (14) 14 

_ Total Operations Sales Revenue 117,755 ipa 
Government Reimbursement (note 4) 24,818 24,275, 

Total Revenue 142,573 136,787 
Expense 128,437 124,691 

Income (loss) from operations 14,136 12,096 


See accompanying schedules and notes to consolidated financial statements. 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
Notes to Consolidated Financial Statements 
December 31, 1989 


1. SIGNIFICANT ACCOUNTING POLICIES 

(a) Basis of accounting 

These consolidated financial statements are prepared by management in accordance with generally accepted accounting principles. 
They include the accounts of the Commission and its wholly-owned subsidiaries, Star Transfer Limited, The Owen Sound 
Transportation Company, Limited, Air-Dale Limited and Nipissing Central Railway Company. 

(b) Materials and supplies 


With the exception of used rail, all materials and supplies are valued at the most recent price paid. Used rail is shown at estimated 
utility value. 


(c) Investment in property and depreciation 
Fixed assets are stated at acquisition cost. 
Depreciation is calculated on the straight-line basis over the estimated service lives of the assets. 


The estimated service lives used for principal categories of assets are as follows: 


Road-main line and branches 20 to 50 years 
Railway diesel locomotives 25 years 
Railway cars 33 years 
Vessels 30 years 
Telecommunications equipment 15 years 
Aircraft 10 years 
Boats 20 years 
Vehicles 3 years 
Buses 10 years 


The Province of Ontario reimburses the Commission for the cost of certain fixed assets purchased for use in operations designated as 
non-commercial by the Province. The Commission records these assets at their original cost together with an offsetting credit to 
Contributed Surplus. Annual depreciation on these fixed assets is recorded as a reduction of Contributed Surplus. 


(d) Income Tax 


As a Crown Corporation of the Province of Ontario, the Commission and its wholly-owned subsidiaries are exempt from income taxes 
and accordingly no tax provision is reflected in operations. 


(e) Vacation Pay 


The Commission accounts for vacation entitlement payments on a cash basis. There is no accrual at the end of the year for vacation 
entitlements earned but not paid. Had these amounts been included in the accounts current liabilities would have increased by 
approximately $4,480,000 (1988 - $4,193,000) along with a corresponding decrease in retained earnings. 


2. PENSION PLAN 


The Commission is the trustee for its contributory pension plan which covers all permanent staff. 


The net cost of pension benefits is actuarially determined on the basis of management’s best estimates using the projected benefit 
method pro-rated over the service lives of employees. The net cost of pension benefits includes the amortization over the remaining 
service lives of the plan members of the initial net pension surplus and the 1989 experience gain. Pension plan assets were valued at a 
market related value based on recognizing the difference between book and market values at each year end over a five year period. 
The C ommiussion’s share of the net cost of pension benefits earned by the employees during the year was $1,496,000 (1988 - 
$1,268,000). In 1989 the Commission funded the amount of $2,241,000 (1988 - $3,199,000). The excess of the funded amount over 
the net cost of benefits earned is recorded as a Deferred Pension Charge on the Balance Sheet, 


The actuarial valuation prepared for accounting purposes as at December 31, 1989 disclosed a surplus of $19,331,000 (1988 - 
$10,168, 000) representing the excess of plan assets of $207,243,000 (1988 - $188,538,000) over accrued pension benefits of 
$187,912,000 (1988 - $178,370,000). This valuation assumed an expected rate of return on plan assets of 7 1/2 per cent and projected 
pay increases of 5 1/2 per cent. 


3. SELF-INSURANCE 


The Commission follows the policy of self-insuring for damages from rolling stock derailments and for cargo damage. Annual 
contributions to the self-insurance fund consist of a $100,000 premium paid by the Commission in addition to investment income 
earned on fund assets. 


4. GOVERNMENT REIMBURSEMENT 
In accordance with a Memorandum of Understanding between the Commission and the Ministry of Northern Development and Mines, 
certain operations of the Commission have been designated as non-commercial. The Commission and the Ministry entered into a 


fixed price contract which defined the amount of compensation which the Province of Ontario provided for the year 1989. 


A portion of the amount for the operating loss of the weekday passenger train service between North Bay and Toronto is received from 
the National Transportation Agency of Canada under Section 261 of the Railway Act. 


Details of Government Reimbursement received are as follows: 


1989 1988 
$ $ 
From Province of Ontario: 

Rail - Passenger Service and 
Moosonee Branch 17,810,000 17,922,000 
Air Service 4,500,000 4,338,000 
Marine Services (Moosonee) 62,000 66,000 
Marine Services (Owen Sound) - (30,000) 
From National Transportation Agency 2,446,000 1,979,000 
24,818,000 24,275,000 


5. DEFERRED REVENUE 


In 1985, the Commission received $1,740,000 as full settlement for revenue lost through the rerouting of certain long distance 
telephone traffic. This amount is being amortized to income over the eight remaining years of the original agreement. 


6. TELECOMMUNICATIONS REVENUE AGREEMENTS 

: The Commission has revenue-sharing agreements with Bell Canada and Northern Telephone Limited, subsidiaries of Bell Canada 

| Enterprises Inc. These revenue-sharing agreements may be terminated by either party after giving 180 days and 60 days prior notice, 
| respectively. Approximately 73 per cent (1988 - 73 per cent) of telecommunications revenue depend on these agreements. 


7. SUBSEQUENT EVENT 


| Mine Closures 


| In March 1990 one of the Commission’s major customers will close its mining operations at two mines located in Northern Ontario. 
Traffic at these two mines accounted for about 22 per cent of the Commission’s Rail Services sales revenue. In connection with this 

| closure, incentives to retire have been extended to a number of the Commission’s employees. A total of 106 employees have accepted 
| the offer at an estimated cost of $5,044,000 which will be reflected in the accounts during the 1990 fiscal period. 


8. COMPARATIVE FIGURES 


Prior year’s figures have been reclassified where necessary to conform to the current year’s presentation. 


To the Ontario Northland Transportation Commission 
and to the Minister of Northern Development. 


I have examined the consolidated balance sheet of the Ontario Northland 
Transportation Commission as at December 31, 1989 and the consolidated statements 
of income and retained earnings, contributed surplus, and changes in financial 
position for the year then ended. My examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests and other 
procedures as I considered necessary in the circumstances. 


In my opinion, these consolidated financial statements present fairly the financial 
position of the Commission as at December 31, 1989 and the results of its operations 


and the changes in its financial position for the year then ended in accordance with 
generally accepted accounting principles applied on a basis consistent with that of the 


preceding year. 


Toronto, Ontario J.F. Otterman, F.C.A., 


March 23, 1990. Assistant Provincial Auditor. 
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The North...a land so 
big most people can't 
even imagine its total 
expanse of rock and 
water, towering pine 
and limitless muskeg. 
The North...throbbing 
with spring and summer 
energy ina rush to 
renew life. 


President's message 


990 was a particularly 
difficult year for the 
North. As the 
Canadian economy 
Slid into recession the 
regional economy of 
Northern Ontario suffered 
additional blows in the 
resource sector. The 
closures of the Sherman 

1 and Adams iron mines 
alone created widespread 
unemployment and a loss 
of 2-milllon tonnes of 
annual rail freight business for the railroad. 
The deepening recession caused a general 
decrease in freight shipments for rail, truck, 
air and bus services. 


Widespread unemployment and decreased 
disposable income for people still working 
created a decline in general passenger travel 
in all modes. The same factors were 
responsible for reduced tourist visits in the 

_order of 25 per cent from the previous year. 
In the face of declining revenues, the 
company took steps to cut costs in many 
areas with no affect on operating safety and 
reliability. 


During the year, many proiects were 
initiated with the objective of building 
toward an enhanced position when the 
economy turns around. Construction starts 
in Cochrane and Kirkland Lake will result 
in new revenue properties next year which 
will also provide improved passenger 
services. Several new development projects 
aimed at an expanded tourist experience for 
the Polar Bear Express in Moosonee and 


Moose Factory were initiated in recognition 
of the vital importance of this attraction as a 
tourist draw to the entire James Bay 
Frontier travel region. The project to 
develop the company’s rail lands in 
Timmins also moved ahead. 


The addition of the Nindawayma ferry in 
1989 relieved the traffic congestion 
previously experienced at both Tobermory 
and South Baymouth. In terms of passenger 
volumes, the ferry service had only a small 
decline from the previous year while the 
excursion vessel, Chief Commanda II 
experienced a significant increase in riders. 


Our airline, norOntair, continued to 
provide essential service to 22 Northern 
Ontario communities and Winnipeg with no 
significant change in operations or 
schedules. 


Telecommunications expanded its business 
during the year and continued to upgrade 
its technology and services to consumers 
and businesses in the North. 


Our trucking line, Star Transfer, suffered 
from the decline in commerce and moved to 
cut fixed and operating costs while 
continuing to provide essential service 
throughout the region. 


Peter A. Dyment 
President and CEO 


Tourism 


ntario Northland Tourism 

launched the company’s first fully- 

integrated marketing campaign, 

‘Be My Guest In Northern 
Ontario” in the fall of 1989 for the 1990 
tourism season. Media buying concentrated 
on the mass market from Oshawa to 
Windsor where research indicated residents 
had a low awareness and purchase 
consideration for a Northern Ontario 
holiday. When factors such as the 
impending recession, the advent of the GST 
and the high cost of fuel, liquor, food and 
lodging were compared with a competing 
U.S. holiday, the decision to concentrate 
solely on the southern Ontario market was 
finalized. 


The 1990 campaign, conducted in 
cooperation with the Northern Ontario 
Regional Tourist Associations, was an 
important factor in reaching the levels of 
ridership experienced on our passenger 
operations considering the ‘“down’’ market. 


Of the many “‘test’’ conditions utilized in the 
campaign, the decision to advertise in six 
languages within the Metro Toronto market 
was crucial. Although response was less 
than expected, this was the first time an 
Ontario tourism operation had marketed 
directly to a target population in their own 
language. Some “‘pioneering” effort may be 
required to fully develop this new segment. 


A full slate of high-quality fall colour tours 
utilizing Northlander, Bus and Chief 
Commanda products was taken to market 
in the late summer but the target audience, 
most of whom are on fixed pension and 


Red ae 
© Dryden 


ail 


{ Winnipeg 


other retirement incomes, failed to respond 
when the media became saturated with 
news of the impending recession. 


For its second and last year, the Be My 
Guest campaign was totally revitalized for 
the 1990 fall launch to include a more 
intense marketing appeal featuring 
Northern holiday opportunities of interest 
to people suffering from the gridlocked 
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Lake Michigan 


roads, airlocked airports, rising crime rate partners. At the same time, planning and 
and crowded conditions of the designated production began for a completely new “all- 
market area. North” tourism marketing campaign to be 
launched in the fall of 1991 for the 1992 
Also in the fall, the division began the season when, it is hoped, the negative effects 
development of a professional Betacam of the recession and GST will have abated 
video production facility based in North and new tourism opportunities for the 
Bay to produce national-quality corporate North will be realized. 


and tourism videos and commercials for the 
company and allied tourism industry 


Northern Skies 
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Passenger Ticket 
and Baggage Check issued by: 


Billet de Passage 
et Bulletin de Bagages émis par: 


norOntair, 

555 Oak Street E 
North Bay, Ontario 
P1B BL3 


Member/Membre 
Air Transport Association of Canada. 
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ue to the high service level provided 
on its Dash-8 routes and joint fares 
with various other air carriers, 
norOntair passenger demand 
increased during the year. 


The first commercial airline to provide scheduled Dash-8 service, 
norOntair provides a vital link to Toronto and the world at major 
Northern airports. 


concentrated on examining alternate 
aircraft to replace the fleet of Twin Otters 


With $12.5-million in revenue for the year 
generated through increased passenger 
acceptance and fare increases, the operation 
succeeded in reducing the requirement for 
government reimbursement by a half 
million dollars for service to communities 
which cannot generate economically viable 
passenger loads. 


With no major route or schedule changes 
during the operating year, norOntair 


Ontario 


now operating on more remote routes. 
Though the Twin Otter has one of the best 
safety and maintenance records in the 
aviation industry, customer acceptance is 
low because of engine noise levels, the 
unpressurized cabin and restricted seating. 
Replacement aircraft recommendations 
based on load requirements, airport and 
weather conditions, ease of maintenance 
and safety are expected to be made in 1991. 


Though the market continues to centralize 
on business travel, other segments including 
group tours and high-end hunting and 
fishing packages, marketed in conjunction 
with lodges and outposts, are beginning to 
show growth potential. 


Northland 
provides 
norOntair 
service to 
23 


communities. 


Northern Waters 


GPs ith the 
: OST extension of 
Chi-Cheemaun 


spring / fall 
sailing schedules, The Chi- 
and the addition of the howe bre 
Nindawayma to the summer Sao 
schedule local and tourist largest ships 
traffic between Tobermory and . sees 
South Baymouth was moved this today on the 
: : . Great Lakes. 
| season with considerably greater : 
efficiency. Expected vehicle and revisions in products, schedules and 
. passenger loads, however, did not marketing are planned for the 1991 cruise 
| materialize due to the effects of the season. 


onset of the recession. 
The major rebuild performed on the 
During the winter Manitou II barge 
Marine layup, normal plying the Moose 
vemece 7°" scheduled River between 
local maintenance was Moosonee and Moose 
Factory Island was 


passenger é 

ind freight Carried out on the 
largely responsible for 
an increase in tonnage 


_ rafficis  Chi-Cheemaun 
carried for the season. 


| provided , ‘ 
between While major refit 

Jobermory 

and South WOrk was 

jaymouth. ‘yerformed on the Mandatory overhaul 
of the vessel’s engines 
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barth Bas, bring the vessel up |=, 's scheduled during the 

| to Ontario winter. 

Northland operating standards. 
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Due to new tourism products developed for 
the Chief Commanda II and intensive local 
and regional marketing campaigns, this 
Lake Nipissing cruise vessel managed to 
record a 23 per cent gain in customer traffic 
over the previous year. Operating costs, 
especially for the regular scheduled cruise 
to the French River, for which there has 
been a major decline in demand, kept the 
operation in a loss position. Further 


he loss of freight business 
during the year, in 
particular more than $12- 
million from the closure of 
the Sherman and Adams 
ar mines necessitated a drastic 
restructuring of rail 
operations. Staff reductions 
of 140 employees occurred 
primarily through a one- 
time early retirement 
program and attrition. 
Despite the declining 
revenue, the railroad is 
still forced to maintain 
track and support 
systems for remaining 
freight and passenger 
operations. 


Negotiations continued with 


Canadian National Railways for the 
North Line track, property and some 
structures which will eventually enable 
ONR service from Cochrane to Hearst. 


The passenger car building program 
continued with 7 cars completed and in 
service but the future of the program 
depends on forthcoming decisions on rail 
passenger service for the North. 


A new spur line was completed to the 
Moosonee airport as the first step in the re- 
establishment of this community as a maior 
shipping centre for the James Bay region. 
This will improve freight connections to air, 
tractor train and barge shipping. 
Management objectives for the next two 
years in rail services will concentrate on the 


Northern Rails 


The Polar Bear Express attracts travelers from around the world 
each summer for the ride "down North" to Moosonee and Moose 
Factory. 


attraction of new replacement freight 
business, improved service efficiency and 
cost reduction. The Freight Marketing 
organization was restructured under rail 
services for better communication and 
cooperation by the end of the year. 


Skilled 
employees at 
the North Bay 
shops are 
building one of 
the most 
advanced, all- 
electric 
passenger 
train sets in 
North America. 
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egotiations were initiated with 

Gray Coach for the takeover of 

that company’s North Bay/ 

Toronto and Sudbury/Toronto 
routes. It was expected the 
final package would include 
main highway and feeder 
route licenses as well as a 
number of highway coaches 
and some buildings and 
property. The company 
undertook this project to 
provide through-bus service 
between Northern 
destinations and Toronto, 
improved scheduling and an 
opportunity to develop 
north-bound bus tours to enhance our total 
tourism initiative. 


Low-cost scheduled bus service throughout 
the Northeast continues to be a major 
means of local travel and ridership levels 
remained stable as the effects of the 
recession force people to seek the least-cost 
mode of travel. 


Bus Parcel Express (BPX) service continued 
as a vital small-to-medium-size parcel 


delivery system. 


Bus tours from the North to major 
attractions and United States destinations 
continued their popularity especially with 
the retirement market segment. During the 
year the company sold more than 30 tours. 


SPECIAL COACH 


i 


Ontario Northland 
highway coaches 
travel Northern 
roads every day 
carrying local and 
tourist travelers and 
efficient bus parcel 
express shipments. 


From routes 
and schedules 
to coaches 
and terminals, 
Ontario 
Northland is 
constantly 
improving 
highway 
services for 
Northern 
travelers and 
shippers. 


We ke 


conomic conditions in 1990 called for 
a delicate balancing act between the 
need to raise fares for higher revenue 
to cover increasing fixed and 
operating costs and the declining 
purchasing power of both the regular and 
tourist rider. 


Although passenger demand for travel on 
the Northlander train between Toronto and 
Cochrane did not decrease appreciably, 
there was significant resistance to increased 
charges for fares, food and beverage 
service. The “Little Bear” mixed train 
serving Cochrane and Moosonee/Moose 
Factory ran with consistent loads during 
the year with a noticeable increase in 
demand from shoulder-season tourists 
bound for wilderness 
canoe or eco-tour 
experiences. Several 
proiects were started to 
further develop these 
opportunities, some in 
partnership with 
experts from the 
Ministry of Natural 
Resources. 


While the Hannah Bay 
Goose Camp continues 
to attract hunters in 
search of a “‘world 
class” wing-shooting 
experience, the product 
cannot generate 
sufficient marketing 
funds to expand sales 
opportunities in U.S. 
and foreign markets. 


Passenger Services, Land 


In response to considerable pressure from 
the market for the replacement of the night 
train service to Toronto cancelled a year 
ago in the VIA cutbacks, negotiations were 
undertaken with federal authorities for the 
funding of a new train service. This option, 
however, has proven impossible and the 
company is waiting for the results of further 
deliberation by the Province. 


New passenger facilities at our terminals in 
Toronto, North Bay, Englehart, Timmins, 
Kirkland Lake and Cochrane provide high 
levels of comfort and ease of movement for 
our customers and increased efficiencies for 
rail and bus operations. 


By the end of the year passenger and food 
service cars and two 
auxiliary power units had 
been completed out of a 
full complement of 23 
units of the new train 
being built in the 
company’s North Bay 
shops. These units are 
now in service with the 
Little Bear operation. 
Pending funding 
decisions, we expect the 
completion of this 
advanced, all-electric 
train set by 1993. 


Vacationers are 
fascinated by the 
traditional lifestyle of 
the inhabitants of 
Northern Ontario, and 
by the beauty and 
symbolism of their 
culture. 


Development 


round-breaking ceremonies for a 
$3-million development in 
Cochrane launched a complete 
renovation of the 1910 station with 
the addition of a 23-room hotel. 
Architecturally, the new building will 
maintain the traditional railroad flavour 
but utilizes modern materials and 
construction techniques. At a similar 
- ceremony in Kirkland Lake, officials broke 
ground for a $6-million bus station with 


Ontario Northland International 
Consulting Services, a Development 
subsidiary, completed several projects 
including an East Africa Transport 
Corridor Pre-Feasibility Study, a Railway 
Traffic Costing Model for the World Bank 
and a railway commercial development 
educational program for the World Bank 
and the Union of African Railways. The 
division is bidding on several major 
Canadian and foreign projects for 1991. 


30,000 square feet of office and retail space 
above. Both projects are expected to be 
complete for service by mid-1991. 


Negotiations began between the company 
and Native development corporations for a 
joint-venture hotel project in Moosonee as 
part of the total revitalization of the Polar 
Bear Express attraction. 


The new North Bay station was officially 


In 


. sas Cochrane, 
opened in the early fall providing enhanced whe Rae oF 
bus / rail passenger services. the Poles 

; ear 

Express, 

In Timmins, environmental testing and re- Re cache 

zoning programs were undertaken for the building a 

9 ° new station, 

company’s proposed development projects beheld 

on the recently vacated downtown rail yard kero ane 
lands. Preparations were also made for the 

sale and transfer of other core area land, 
_hot required for development, to the 
municipality. Highway 
Services 


The company finalized the assembly of 


combine with 
modern 


Tac 4 ‘ office and 
some properties in Temagami to complete a raat poe 
parcel of rail land in anticipation of a future Me anise 

° e ° ° rthiand § 
tourism development in cooperation with pe ies 
TEMCOR, a locally-financed and managed ape lieds 


business consortium. 


Aitee 
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hase III of Telecommunication’s 
four-phase fibre optic cable project 
was completed during the year. It 
will eventually link all service 
communities from North Bay to Timmins 
and Cochrane in 1992. 


To enhance our leadership role in 
technology, we reached an agreement with 
IBM Canada to create a new Systems 
Division which became the IBM Authorized 
Agent for Northeastern Ontario. The 
operation had a fast start with immediate 
applications of mid-size systems in resource 
industries and education settings. Our 
established office equipment business in 
portable computers and facsimile machines 
continued though with decreased demand 
from the market. 


Satellite operations for long distance 
telephone and 
broadcast 
transmissions 
were improved 
with upgraded 
earth stations and 
additional 
capacity on the 
Anik C2 satellite. 


Across the street, across 
the country, across the 
world and into outer 
space, Ontario 
Northland 
Telecommunications 
keeps the North in touch. 


Fibre optics and 
computers, 
engineering 
services and 
earth stations, 
O.N. Telecom 
provides 
advanced 
technology 
solutions to 
communicating 
across the 
vastness of the 
North. 


An access node into the Canada-wide 
Datapac system now provides Northerners 
with connections to computer databases, 
automatic credit card authorization, 
electronic mail and a host of other services. 


The SCADA (Supervisory Control and 
Data Acquisition) system in Timmins 
became operational providing a computer- 
based means of monitoring the entire 
Telecommunications network. 


A new marketing venture to launch the 
IBM business and expand consumer and 
industrial product lines was undertaken. 
Programs included extensive media 
advertising for product and a direct mail 
campaign to more than 12,000 businesses 
from North Bay to Moosonee featuring 
computer and office products, networks, 
long-distance telephone features, remote 
site sensing and systems design. The 
heightened awareness of the division and its 
services has resulted in significant new 
business leads. 
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Star Transfer 


tar Transfer, the company’s trucking 
division, continued to lose revenue 
during the year as mining 
exploration and operations dwindled 
with the decline in demand for metals. 
Concurrent slippage in the forest industries 
and manufacturing sectors contributed 
further to the lack of haulage business. 


Operating costs remained high during the 
period due to substantially higher fuel and 
maintenance costs in the North. These 
could not be supported by higher freight 
tariffs because of the increased industry 
competition resulting from deregulation. 


The company began intensive planning for 
the reduction of high-cost terminals and 
other space, and routes and schedules have 
been streamlined for greater efficiency. 
Most of these operations changes will be 
carried out in 1991. 


Through the 
seasons from ice 
and snow to 
shimmering 
summer heat, Star 
Transfer drivers 
are on the road 
day and night 
keeping the North 
on the move. 


5s 


Northern 
industry - 
relies on 
fast, 
efficient 
Star 
Transfer 
services for 
on-time 
delivery of 
production 
materials 
and 
products. 
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AUDITOR'S REPORT 


| To the Ontario N orthland Transportation Commission 
o and to the Minister of Northern B evelopment 


a ave ie cides the Sencolidaicd Eanes ee of the Ontario Northland 
‘Transportation Commission as at December 31, 1990 and the consolidated , 
Statements of i income and retained earnings, contributed surplus and changes in 

financial position for the year then ended. These financial statements are the 
-Tesponsibility of the Commission’ S management. My responsibility i is to express 
be sasuaes on n these financial statements based « on my audit. 


L “ condaced my ander’ in n accordance with generally accepted auditing 
gage Those standards require that I plan and perform | an audit to obtain 
reasonable assurance whether the financial statements are free of material 

; misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit 
also includes : assessing the accounting principles used and significant estimates 
made by See ety as well as vabitine Y the overall wate statement 

. ccetemensas oS | | ee ! 


: i my opinion, ee consolidated financial statements present fairly, in 
E all material respects, the financial position of the Commission as at December 
ee 1990 and the results of its operations and the changes in its financial 
position for the year then ended 1 in accordance mate ey accepted 


bee pon 
Toronto, Ontario, : ee & | : y E Otterman, FCA. 
sana 15; Use +. Assistant Provincial Auditor 
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ONTARIO NORTHLAND TRANSPORTATION COMMISSION 


Consolidated Balance Sheet 
as at December 31, 1990 


Assets 


Current Assets Cash and short-term investments 
Accounts receivable 
Materials and supplies 
Prepaid expenses 


Long-Term Investments Government bonds (market value _ 
$1,993; 1989- $24,727) 


Other Assets Self-insurance fund (note 2) 


(market value $3,189; 1989 - $2,898) 


Bus franchises 

Investment in Telesat 

Goodwill 

Deferred pension charge (note 3) 


Investment in Property (schedule 1) 


Approved on behalf of the Commission: 


(dollars in thousands) 


1990 


to 


943. 
23,893. 


11,880 
730 


37,446 


1,997 


3,244 
268° 


150 
400 


<od6. 
10,238 
226,883 


276,564 


M.D. Sinclair P.A. Dyment 
Chairman President and CEO 


See accompanying schedules and notes to consolidated financial statements 
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ONTARIO NORTHLAND TRANSPORTATION COMMISSION 


Consolidated Statement of Income and Retained Earnings 
for the year ended December 31, 1990 


(dollars in thousands) 


1989 


1990 
$ $ 
Operating Revenues (schedule 2) 137,090 e142 STB 
Operating Expenses (schedule 2) 131,400 128,437 
Operating Income 5,690 14,136 
Investment Income 3,414 | 4,773 
Interest Expense (138) (142) 
Retirement Incentive (note 5) (5,177) - 
Net Income for the year 3,789 18,767 
Retained Earnings, beginning of year 205,253 186,486 
Retained Earnings, end of year 205,253 


See accompanying schedules and notes to consolidated financial statements. 
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, Er : Consolidated Statement of Contributed Surplus 
for the year ended December 31, 1990 


mee im 3 (dollars in thousands) 
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ONTARIO NORTHLAND TRANSPORTATION COMMISSION 


Consolidated Statement of Changes in Financial Position 
for the year ended December 31, 1990 


Operating Activities 


Financing Activities 


Investing Activities 


Increase (decrease) in cash 
and short-term investments 


during the year 


Cash and short-term 


Net income for the year 
Items not affecting cash: 


Depreciation 

Amortization and loss on sale — 
(gain on sale) of bonds 

Increase in accounts receivable 


Decrease (increase) in materials 


and supplies and prepaid expenses 
Decrease in accounts payable 
Amortization of deferred revenue 


Increase in deferred pension charge — 


Capital reimbursement from 
the Province 


Investment in fixed assets. 
Purchase of bonds 

Proceeds from sale of bonds 
Proceeds from sale of fixed assets 


investments, beginning of year 


Cash and short-term 


investments, end of year 


See accompanying schedules and notes to consolidated financial statements. 
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ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
Schedule of Operating Revenues and Expenses SCHEDULE 2 
for the year ended December 31, 1990 


(dollars in thousands) 


1990. 1989 
| S $ 
Rail Services Sales Revenue : ce 42,985 22,210 
Government Reimbursement (note 6) . 18,233 20,256 
Total Revenue 61,218 72,466 
Expense . 66,37 6 71,065 
Income (loss) from operations (5,158) 1,401 
Telecommunications Sales Revenue (note 7) | 42,069 7 39,337 : 
Expense rs Ss Lee 26,703 - 
Income from operations oS. « 43,226 ~ © 12,634 
Air Services Sales Revenue 12,492 10,203 
Government Reimbursement (note 6) 4,000 — 4,500. 
Total Revenue oe 16,492 14,703 
Expense 15,553 12,674 
Income from operations ts 939 2,029 
Transport/Express 
Services Sales Revenue 4,773 3,325 
Expense 6,619 6,450 
Loss from operations. (1,846) (1,422) 
Marine Services Sales Revenue 5,127 Eos P45. 
(Owen Sound} Government Reimbursement (note 6) 1,400 - 
Total Revenue 6,527 5,126 
Expense 7,423 5,608 


Loss from operations (896) (482) 


See accompanying schedules and notes to consolidated financial statements. 
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ONTARIO NORTHLAND TRANSPORTATION COMMISSION 


Schedule of Operating Revenues and Expenses SCHEDULE 2 
for the year ended December 31, 1990 (continued) 


\ . (dollars in thousands) 


oe 
- . 


See accompanying schedules and notes to consolidated financial statements. 
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ONTARIO NORTHLAND TRANSPORTATION COMMISSION 


Notes to Consolidated Financial Statements 
December 31, 1990 


1. SIGNIFICANT ACCOUNTING POLICIES 


(a) Basis of accounting 

These consolidated financial statements are prepared by management in accordance with generally accepted accounting 
principles. They include the accounts of the Commission and its wholly-owned subsidiaries, Star Transfer Limited, the Owen 
Sound Transportation Company, Limited, Air-Dale Limited and Nipissing Central Railway eect ead 

(b) Materials and supplies 


With the exception of used rail, all materials and supplies are valued at the most recent price paid. ‘Used rail i is shown at 
estimated utility value. eo 


(c) Long-term investments 

Long-term investments are stated at acquisition cost, net of any unamonined bond discount crenata — 
(d) Investment in property and depreciation oo : : 

Fixed assets are stated at acquisition cost. 

Depreciation is calculated on the straight-line basis over the estimated service lives of the ey 


The estimated service lives used for principal categories of assets are as follows: 


Roadway-main line and branches 20 to 50 years 
Railway diesel locomotives 25 years 
Railway cars 33 years 
Vessels 30 years 
Telecommunications equipment 15 years 
Aircraft 10 years 
Boats 20 years 
Vehicles 3 years 
Buses 10 years 


The Province of Ontario reimburses the Commission for the cost of certain fixed assets purchased for use in operations 
designated as non-commercial by the Province. The Commission records these assets at their original cost together with an 
offsetting credit to Contributed Surplus. Annual depreciation on these fixed assets is recorded as a reduction of Contributed 
Surplus. 


(e) Other assets 


Bus franchises and goodwill are stated at unamortized acquisition cost and amortization is calculated on the ca 
basis over 10 years. The self-insurance fund and the investment in Telesat are stated at acquisition cost. e 


(f) Income taxes 


As an agency of the Province of Ontario, the Commission is exempt from income taxes. This exemption extends to its wholly- - 
owned subsidiaries, and accordingly no tax provision is recorded in these financial statements. 


(g) Vacation pay 


The Commission accounts for vacation entitlement payments on a cash basis. There is no accrual at the pa of the year for 
vacation entitlements earned but not paid. Had these amounts been included in the accounts current liabilities would have 
increased by approximately $4,112,000 (1989 - $4,480,000) along with a corresponding decrease in retained ae, 
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ONTARIO NORTHLAND TRANSPORTATION COMMISSION 


Notes to Consolidated Financial Statements 
December 31, 1990 


ing he proje cted 
includes the amortization over | 
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ONTARIO NORTHLAND TRANSPORTATION COMMISSION 


Notes to Consolidated Financial Statements 
December 31, 1990 


6. GOVERNMENT REIMBURSEMENT 


In accordance with a Memorandum of Understanding between the Commission and the Ministry of Northern Development 
and Mines, certain operations of the Commission have been designated as non-commercial. The Commission and the 
Ministry entered into a fixed price contract which defined the amount of compensation which the Province of Ontario 
provided for the year 1990. 2 


A portion of the amount for the operating loss of the weekday passenger train service between North Bay and Toronto is 
received from the National Transportation Agency of Canada under Section 261 of the Railway Act. 


Details of Government Reimbursement received are as follows: ; 
1990 1989 — 
Se $s 

From Province of Ontario: 


Rail - Passenger Service and 
Moosonee Branch 16,235,000 17,810,000 — 


Air Services 4,000,000 4,500,000 
Marine Services (Moosonee) 62,000 62,000 
Marine Services (Owen Sound) 1,400,000 . 
From National Transportation Agency 1,998,000 2,446,000 


23,695,000 24,818,000 — 


if TELECOMMUNICATION REVENUE AGREEMENTS 


The Commission has revenue-sharing agreements with Bell Canada and Northern Telephone Limited, subsidiaries of Bell Canada 
Enterprises Inc.. These revenue-sharing agreements may be terminated by either party after giving 180 days and 60 days priornotice, 
respectively. Approximately 70 per cent (1989 - 73 per cent) of telecommunications revenue depend on these agreements. 
8. COMMITMENTS 

Rail Line Purchase 
The Commission has entered into an agreement with the Canadian National Railway Company to purchase, for a nominal amount, 
certain lands, buildings and operations related rail facilities located between Cochrane and Calstock in the Province of Ontario. The 


agreement has been approved by the National Transportation Agency of Canada, but requires further federal and provincial 
government approvals before being finalized. 


_ Gray Coach Purchase 


The Commission has entered into an agreement to purchase certain assets from Gray Coach Lines Inc. for the sum of $7 million. : 
The agreement requires certain regulatory and Government of Ontario approvals before being finalized. 


9. COMPARATIVE FIGURES 


Prior year’s figures have been reclassified where necessary to conform to the current year’s presentation. 
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Our symbol of “vision” was adapted from an 
ancient shaman drum painting. The lines radiating 
from the image represent the light from the spirits 
seen in visions. 


The 91st 
Annual Report 
of the 


Ontario Northland 
Transportation 
Commission 

for the year ending 
December 31, 1991 


Ontario 


Province of Ontario 


Honourable Bob Rae 
Premier 


Honourable Shelley Martel 
Minister of 
Northern Development 


and Mines 
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—— 


iviincerit y sic penuaner} 
Bf oces Ld 
Ontario 


The Honourable Lincoln M. Alexander 
oe gO ORE BA 2 Pa eb 
Lieutenant-Governor of the Province of Ontario 


May it please your Honour: 


| beg leave to present the 91st annual report of the Ontario Northland Transportation 
Commission for the year ending December 31, 1991. 


Respectfully submitted, 


Shelley Martel 
Minister of Northern Development and Mines 
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Pe Ontario 
Northland 
The Honourable Shelley Martel 
Minister of Northern Development and Mines 
Parliament Buildings 
Toronto, Ontario 


Madam: 


| beg to submit the annual report for the year 1991 of the Ontario Northland 
Transportation Commission, and | have the honour to be, Madam, 


Yours faithfully, 


Wor suy Dua 


M.D. Sinclair 
Chairman, ONTC 
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Commissioner, 
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W.L. Spottiswood 


Commissioner, 
Fort Frances 


F. Wapachee 
Commissioner, 
Moose Factory 


C.C. White 
Commissioner, 
Birch Island 
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Officers 


Rae Dyment 


President & CEO 


C.M. Boston 
Vice President, 


Administration and Development 
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Vice President, 


Computer Services 


E. Marasco 
Vice President, 


Passenger Services 


K.]. Moorehead 
Vice President, 
Rail Services 


K.J. Wallace 
Vice President, 


Telecommunication Services 


T. O'Connell 
Counsel 
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PRESIDENT'S MESSAGE 


he year 1991 saw the economic recession in the North 


continue and deepen. 


The decline in mining and forest products further affected 
the company’s freight revenues in rail and trucking services 
and reduced business and domestic travel affecting 


passenger revenues for bus, rail, airline and marine 
operations. Although fewer tourists visited the region during the 
c C = 
summer season, intensive company marketing minimized the effect on 


Northeastern Ontario and Ontario Northland tourism products. 


Out of economic necessity, the company continued cost-cutting 
measures in all divisions but without compromising service Quality and 
safety. 


On the positive side of the operations ledger, our Telecom division is on 

target toward the completion of the Fibre Optic Transmission System for 

long-distance te 
= 


ephone and other communication services. 


Four 


The new station-hotel complex in Cochrane was officially opened and operated effectively 
during the Polar Bear Express season and the following fall and winter months. 


Railroad staff worked diligently during the year building the new train sets based on the 
unilevel cars. It was expected that sufficient equipment would be in operation by the 
beginning of 1992 to replace the aging trains operating on the ONR’s north/south 
Northlander route. 


MDD rmrvase? 


RetenmAe Dyment 
President and Chief Executive Officer 


Five 


For 55 years, ONR steam 
locomotives pounded out 
a steady rhythm of 
industrial and agricultural 
growth and prosperity 
“up the line” from 
company headquarters in 
North Bay. 
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THE VISION OF INDUSTRY LEADERSHIP 


n 1902, the Act establishing Ontario Northland by the Province of 
Ontario clearly envisioned a fully commercial company operating in 
a broad range of businesses beyond the “raison d’étre” railroad 
which was its first venture. 


The Act pointedly provided for profit-motivated development of 
telephone and telegraph, bus, truck and airline transportation, 
hotels, restaurants, boats and ships and other unspecified and unforeseen 

investments...”"for the benefit of travelers therein or residents thereof.” 
Some developments were natural such as the establishment, on a 
commercial basis, of the Telecommunications division as an outgrowth of 
the railroad telegraph system. 


Ontario Northland management policy has traditionally concentrated on 
two levels of mandate: the provision of essential services to Northern 
regions where the level of commercial activity precludes private sector 
involvement due to low revenue expectations and the provision of the 
highest-possible quality products and services to the North ina 
commercial manner to generate revenue to offset costs and capitalize its 
future. This operating principle is in effect in all divisions. 


Although our airline flies to many otherwise isolated Northern 
communities, norOntair also serves the more populous corridor 
connecting Timmins, Sudbury, Sault Ste. Marie and Thunder Bay with 
Dash-8 aircraft. The higher-than-average passenger loads on the corridor 
route prove customer acceptance and demand for norOntair services. 


Our bus system has, for years, been the vital travel link for local traffic 
between many communities both large and small. Service development was 
always limited due to the necessity for passengers to transfer to other 
commercial carriers in Sudbury and North Bay before going on to 
Toronto. These companies, understandably, set their schedules and fares 
to appeal to their own markets in the south rather than optimizing travel 
for Northerners. Ontario Northland took a major step in improving bus 
travel during the year by purchasing the Toronto-North routes from Gray 
Coach. 


Ontario Northland Development is a relatively new division established to 
stimulate real property investment strictly in the North. Plans include the 
building of new, more comfortable, more efficient passenger facilities for 
rail and bus patrons and hotel, restaurant and tourist attractions to 
stimulate business where there is evident potential but a lack of 


commercial interest. 


Six 


Our first efforts in retirement apartments, stations, restaurants, hotel and office 
complexes have proven the viability of sound management planning and the effectiveness 
of major developments designed, built and financed by Northerners. 


There are few industries more tradition-bound than railroading but our system, the ONR, 
has stepped away from the usual in the design and building of its own passenger train 
equipment. The product of our skilled engineers and craftspeople in our North Bay 
shops is as good as any comparable train equipment operating anywhere in North 
America. 


Our Telecommunications division, like our others, provides essential services to remote 
communities using state-of-the-industry hardware and software for Northern consumers 
from North Bay to Peawanuck. Our experts are involved in the design, installation and 
servicing of everything from remote site sensing systems to computer networks, radio and 
television broadcast, satellite links and advanced computer solutions for a wide range of 
Northern industries. 


While some elements of Ontario Northland Marine operations are considered essential 
services, we've also applied our expertise to the development of tourism products so that 
our Georgian Bay ships and our Lake Nipissing cruise vessel have become important 
regional attractions and, as such, are responsible for the generation of important 
revenues for the Northern tourist industry. 


The Northern tourism industry only flourished, in the past, during periods of decline in 
mining and forestry. Three years ago, Ontario Northland created a new Tourism division 
to develop and market travel services but with a broader mandate to take a leadership 
position within the Northern industry. Our marketing efforts now set new standards for 
creativity and innovation even during one of the toughest economic times ever 
experienced. Working harmoniously with our regional tourist associations, we have 
created new interest and awareness in our chosen markets for holiday opportunities in 
the North. These initiatives now go well beyond traditional hunting and fishing 
experiences and appeal to visitors seeking clean, healthy, safe holidays. 


We're also assisting in the development of new tourism sales opportunities for specific 
regions like Temagami and several First Nation communities to capitalize on the 
expanding demand for wilderness, historical and culturally-themed vacations. 


Through these and many other initiatives we believe we demonstrate, even more than 
ever before, the potential for a Northern development company employing skilled 
Northern talent for the creation and management of essential Northern business products 


and services in an open, competitive environment. 


SEVEN 
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NORONTAIR 


With more than a 
philosophical link to the 
bush planes that 
“opened the North”, 
Ontario Northland Twin 
Otters were often the 
only possible way to get 
to many remote mining 
communities. 


n some ways, the opening of the North has depended on the 
development of air travel and this is as true today as it was during 
the era of the pioneering bush plane pilots. 


Northern Ontario is, by any standard, a huge territory with only a 
few cities but many small and relatively remote communities. It’s a 
land of extremes of weather, distance and geography requiring an 
efficient, effective airline system to maintain vital business, government, 


community and family relationships. 


Over the years, commercial carriers have added then dropped service to 
many communities as the fortunes of the North advanced then declined 
with the vagaries of the economy. Through good times...and not so good 
times, norOntair has been the only air travel constant across the North 
and, today, this Ontario Northland division, with its main service base 
centrally-located in Sault Ste. Marie, continues to fly safe, consistent, 
regular schedules to Northern centres like Thunder Bay and more remote 
communities like Red Lake. 


Challenges facing norOntair management include the upgrade of its aging 
fleet of effective but outdated Twin Otter aircraft and the task of 


maintaining service to communities suffering from the devastating effects 
of the decline in natural resource industries. 


EIGHT 


Showing an early 
commitment to regional 
tourism, the company 
launched the first Chief 
Commanda at Callander 
in 1946. 


WW 


MARINE SERVICES 


ntario Northland Marine assumed the “grand crossing” route from 
Tobermory, at the tip of the Bruce Peninsula to South Baymouth on 
Manitoulin Island at a time when the “essential” element, summer 
transportation of cottage owners, locals and cross-country truckers had 
declined to the point where it threatened the commercial viability of the 
SERVICE. 


While demand from these traditional market segments has roughly continued to rise and 
fall with the economy, two factors serve to underline the continuing need for the service: 
the renewed dedication of the regions toward tourism business development and the new 
interest of southern Ontario residents in Manitoulin cottage property and yacht cruising 
on the fabulous North Channel. 


Today, the Chi-Cheemaun and Nindawayma are much more than 
ferries...they’re tourist attractions in their own right. Our marketing 
positions the crossing as a “must-do” part of the popular private vehicle 
and bus tour route which includes Tobermory, Manitoulin, Sudbury, 
Timmins, Cochrane and the Polar Bear Express and the attractions along 
Highway #11 to North Bay and our Chief Commanda cruise on Lake Ji 
Sas 
gage? ay 


Nipissing. 


U 


= 


Among the challenges facing Ontario Northland Marine management are 
optimizing the added capacity of the Nindawayma, moving the Chief 
Commanda toward profitability in a declining market and maintaining 
optimum service between Moosonee and Moose Factory Island with the 
Manitou II. 


NINE 


Ontario Northians 
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RAIL SERVICES 


Although the last steam 
train in 1957 signalled 
the end of the steam 
era, Ontario Northland 
continued its steady 
growth and development 
on many industrial 
fronts. 


hough a major effort has been made to recover the massive 


losses in rail freight revenue caused by the closure of the 

Sherman and Adams mines, ONR Freight continued to face 

declining demand as mining and forest products industries 

in the North struggled to stay alive. Opportunities for the 

railroad to reduce operating costs are limited by the 

ongoing requirement to maintain track and signals systems 
in safe and efficient condition without the offsetting revenue. 


Passenger rail services are suffering through similar demand decline. The 
division has maintained its commitment to optimum resident and tourist 
passenger service through a highly-efficient program of new equipment 
manufacture targeted to provide new, state-of-the-industry passenger and 
food service cars for the Northlander and Little Bear trains. 


ONR management is faced with the enormous challenge of maintaining 
safe, efficient freight and passenger service from Toronto to Moosonee in 
the face of continually-declining revenue to offset increasing track and 
equipment maintenance costs and the undeniable need to replace outdated 
equipment for freight, Northlander, Little Bear and Polar Bear Express 


services. 


TEN 


The year was 1938...this 
early company bus was 
the “way to go” from 
headframe to town and 
town-to-town in the 
North. 
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BUS SERVICES 


or many people in the North who really have to get where they're going...for 
family, business, education or medical reasons, Ontario Northland scheduled 
bus service is often the only available travel option. 


When Gray Coach Lines of Toronto decided to sell its Northern routes ON 

management quickly seized the opportunity to gain a measure of control over 

their system by purchasing the routes and providing through service to 
Toronto from North Bay and Sudbury. In addition, the company would gain an 
opportunity to develop new charter tours to the North and purchase some much-needed 
used highway coaches at a reasonable price. The acquisition process proved to be a long 
one and is not expected to reach completion until mid-1992. 


Falling ridership throughout the service region and declining demand for charter and tour 
holidays has drastically eroded the division's revenue. This decline was 
however offset by the purchase of the Gray Coach routes. 


In the coming year, Bus management will continue to struggle with the 
maintenance of vital scheduled service despite declining revenues. Initial 
projects are under way to produce and market the first trial northbound 
bus tour products to include weekend “getaway” tours as well as longer 
vacation trip packages designed to feed Northern attractions and interface 
with the company's marine and rail experiences. 


ELEVEN 
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STAR TRANSFER 


From its base in 
Timmins, Star Transfer 
has a long history of 
truck freight service to 
the North. 


uring the past year our Star Transfer trucking division 
faced the same declining demand as our other freight 
operations. But Star also had to contend with the effects 
of de-regulation in its industry and increased price 
competition from independent truckers and the 
maintenance and staffing of the freight warehousing 
required for a full-service trucking system. The year also 
saw the arrival of the first of the long-haul truckers from the United 
States for whom Northern destinations are now within range of their 
much-cheaper U.S. fuel capacity. 


Star management countered with the closing of several small freight 
warehouses opting instead to maintain service to more remote 
communities from its larger facilities in North Bay, Kirkland Lake and 
Timmins. The division sought to rationalize its fleet with standardized 
tractor and trailer equipment for maintenance efficiency which is also 
better suited to respond to more specialized customer demands. 


TWELVE 


At the height of 


Temagami’s tourist 
boom in the 1940's 
Ontario Northland Boat 
Lines provided the link 
from the train station to 
island resorts and 
lodges. 
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TOURISM 


nly in its third year of operation, Ontario Northland Tourism was created 
to provide marketing and product development for the company within a 
cooperative context with the entire Northern tourist industry. 


Facing escalating costs for tourist amenities that made a Northern 

holiday uncompetitive in the U.S. market, management decided to 

implement a strategy which would concentrate on the almost-untapped 
mega-market of southern Ontario. 


This year, the division spent the spring and summer in production of graphic and 
broadcast materials for a fall launch of a completely new marketing campaign entitled 
“Make it yours!” and designed for specific appeal to residents in the corridor from 
Ottawa to Windsor. By the end of the year there were early indications the new 
promotion would have a significant impact on the chosen market. 


In the coming year, Tourism and associated agencies will be challenged 
to create new and fresh promotions despite ever-decreasing operating 
budgets and competition for declining tourist dollars with recession- 
driven, low-cost out-of-Canada holidays. 


Tourism is also charged with maintaining and operating the on-the- 
ground elements of the Polar Bear Express in Moosonee and Moose 
Factory. An extensive development plan is being created to enhance this 
attraction. A major 1992 management objective involves co-operative 
development in conjunction with First Nations in the North. 


THIRTEEN 
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TELECOMMUNICATIONS 


Ontario Northland long 
distance operators 
provided the “human 
touch” to the company’: 
electronic link between 
the North and the worl 


onsistently our most profitable division and one which 


provides undeniably essential services, Ontario Northland 
Telecommunications continues to stress the application of 
advanced electronic technologies to Northern 
communication and data processing challenges at costs 


comparable to the rest of the province. 


The installation of its Fibre Optic Transmission System between Timmins 
and North Bay is the division's top priority and the work is both on budget 
and on schedule. 


During the year the division undertook a new marketing campaign to 
increase customer awareness of its extensive products and services 
throughout its service region. Featuring business products, specialized 
services like the design, installation and maintenance of computer 
networks, remote-site monitoring and business computer systems, the 
campaign elicited considerable interest and created important new sales 
opportunities. 


The division's new commercial relationship with IBM experienced success 
despite the generally poor economic conditions as industry sought to 
drastically increase their data management efficiency and cut long-term 
operating costs. 


In the company’s 90th year of operation, Telecom is targeting the 
completion of its Fibre Optic facility and a net increase in total revenue 


primarily from its long-distance communication and data processing 
operations. 


FOURTEEN 


By 1908, Ontario 
Northland management 
was operating from the 

new company 
headquarters in North 
Bay. 
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DEVELOPMENT 


uring a time of declining corporate revenues combined with increasing 


reluctance of private sector capitalists to invest in real property 


development, Ontario Northland Development has managed to complete 


and initialize its most recent projects. 


Our new station/hotel/restaurant complex in Cochrane was opened in 


conjunction with our management partner, First Canada Inns, just in time 


for the launch of the summer Polar Bear Express season. The Station is a critical 


element in this hotel/rail excursion/attraction package which is the vital tourist draw for 


the region. 


Work continued throughout the year on the Kirkland Lake office complex/bus terminal 


which is a bright economic symbol in this community devastated by the decline in mining 


activity across the region. 


While further Development projects have been put “on hold,” the 
division's fledgling International Consulting operation met limited 
success in marketing our corporate expertise, primarily in rail-related 
fields. Management continues to pursue opportunities, primarily in 
emerging African countries, which may be realized during the coming 
year. 


FIFTEEN 


SIXTEEN 


AUDITOR'S REPORT 


To the Ontario Northland Transportation Commission and the Minister of Northern 
Development and Mines. 


| have audited the consolidated balance sheet of the Ontario Northland Transportation 
Commission as at December 31, 1991, and the consolidated statements of income and 
retained earnings, contributed surplus and changes in financial position for the year then 
ended. These financial statements are the responsibility of the Commission's manage- 
ment. My responsibility is to express an opinion on these financial statements based on 
my audit. 


| conducted my audit in accordance with generally accepted auditing standards. Those 
standards require that | plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these consolidated financial statements present fairly, in all material 


respects, the financial position of the Commission as at December 31, 1991, and the 
results of its operations and the changes in its financial position for the year then ended 


in accordance with generally accepted accounting principles. 


Toronto, Ontario iF. Oirermaim, FCA. 
March 27, 1992 Assistant Provincial Auditor 


SEVENTEEN 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
Consolidated Balance Sheet 
as at December 31, 1991 


(dollars in thousands) 


Assets 1991 1990 


Current Assets 


Cash and short-term investments 2,601 943 
Accounts receivable 20,998 23,893 
Materials and supplies 9,968 11,880 
Prepaid expenses 711 730 

36,813 37,446 
Long-Term Investments (note 2) 150 2,147 


Self-Insurance Fund (note 3) 


(market value $3,409; 1990 - $3,273) Ble 3,244 
Investment in Capital Assets (schedule 1) 237,199 apap ESS | 
Other Assets (note 4) PUA ve 6,576 

284,492 276,564 


Approved on behalf of the Commission: 


M.D. Sinclair P.A. Dyment 
Chairman President and CEO 


See accompanying schedules and notes to consolidated financial statements. 
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ONTARIO NORTHLAND TRANSPORTATION COMMISSION 


Consolidated Balance Sheet 
as at December 31, 1991 


(dollars in thousands) 


__ eeeeeeeeeSsesesess 


Liabilities and Equity 
Current Liabilities 
Accounts payable and accrued charges 


Deferred revenue 
Current portion of long-term debt 


Provision for Self-Insurance (note 3) 


Long-Term Debt (note 6) 


Province of Ontario Equity 


Contributed surplus 
Retained earnings 


Commitments and Contingencies (note 10) 


1991 


13,682 
1,085 
1,000 


15,767 


tS 


41,208 


44,323 


11,706 
212,696 


See accompanying schedules and notes to consolidated financial statements. 


1990 


14,386 
856 


35,208 


38,452 


13,626 


209,042 


222,870 


276,564 
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ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
Consolidated Statement of Income and Retained Earnings 
for the year ended December 31, 1991 


(dollars in thousands) 


199] 
$ 

Operating Revenues (schedule 2) 134,820 
Operating Expenses (schedule 2) 122,671 
Operating Income 12,149 
General Administrative Expenses EN 
Interest Expense V2Z9 
Retirement Incentive (note 7) 
Investment and Other Income (825 ) 
Other Expenses 8,495 
Net Income for the year 3,654 
Retained Earnings, beginning of year 209,042 
Retained Earnings, end of year 212,696 


See accompanying schedules and notes to consolidated financial statements. 


1990 
$ 


137,090 


122,305 


14,785 


9,095 
138 
S77 

( 3,414) 


10,996 


209,042 
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ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
Consolidated Statement of Contributed Surplus 
for the year ended December 31, 1991 


(dollars in thousands) 


iil 1990 

$ $ 
Balance, beginning of year 13,828 16,094 
Less: Amortization eps Was 2,266 
Balance, end of year 11,706 13,828 


See accompanying schedules and notes to consolidated financial statements. 


TWENTY-ONE 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 


Consolidated Statement of Changes in Financial Position 


for the year ended December 31, 1991 


(dollars in thousands) 


Operating Activities 


Financing Activities 


Investing Activities 


Net income for the year 
Items not affecting cash: 


Amortization 

Decrease (increase) in accounts 
receivable 

Decrease in materials and supplies 
and prepaid expenses 

Decrease in accounts payable and 
accrued charges 

Increase (decrease) in deferred revenue 


Proceeds from term bank loan 


Proceeds from sale of long-term 
investments 

Investment in capital assets 

Proceeds from sale of capital assets 

Increase in other assets 

Increase in goodwill 


Increase (decrease) in cash 
and short-term investments during the year 


Cash and short-term 


investments, beginning of year 


Cash and short-term 


investments, end of year 


ZL 
C21,998;) 

1,018 
(82) 
(628 ) 


(19,661 ) 


1,658 


943 


2,601 


See accompanying schedules and notes to consolidated financial statements. 


ZL 

( 29,789) 
937 

( 805) 


(7,302) 


TWENTY-TWO 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION SCHEDULE 1 
Schedule of Investment in Capital Assets 
as at December 31, 1991 
(dollars in thousands) 
ce Se ray a a eR 
199] 1990 
$ $ 
Cost Accumulated — Net Book Net Book 
Amortization Value Value 


—_—_—————————————— 


Rail Services Roadway 129,473 43,008 86,465 85,967 
Buildings 38,947 Soa | 33,636 25,268 
Equipment 60,637 23,366 CEPA 34,461 
Telecommunications Equipment 68,800 Brod 31,489 26,806 
Buildings 21 OL 820 1,942 2,036 
Air Services Aircraft 15,943 12,236 S107 4,778 
Buildings 1,869 608 1,261 1355 
Equipment 2.074 1,688 383 774 

Transport/Express 
Services Vehicles 2,384 1,536 848 1,087 
Land and Buildings 644 428 216 194 
Equipment 640 470 170 300 

Marine Services 
(Owen Sound) Vessels 19,811 5,845 13,966 14,626 
Land and Buildings 126 Gi, 99 102 
Equipment fis) 244 iS) 21 
Bus Services Coaches 8,697 1,471 7,226 Zn 
Land and Buildings 2,000 — 2,000 — 
Franchises 298 60 238 268 
Marine Services 

(North Bay and 
Moosonee) Vessels 912 508 404 440 
Buildings 105 30 Vhs) Ze 
Under construction 15,788 — 15,788 26,070 
372,166 134,967 237,199 Zoho 


See accompanying schedules and notes to consolidated financial statements. 
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ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
Schedule of Operating Revenues and Expenses 
for the year ended December 31, 1991 


(dollars in thousands) 


Rail Services 


Telecommunications 


Air Services 


Transport/Express 
Services 


Marine Services 
(Owen Sound) 


See accompanying schedules and notes to consolidated financial statements. 


Sales Revenue 
Government Reimbursement 
(note 8) 


Total Revenue 
Expense 


Income from operations 


Sales Revenue (note 9) 
Expense 


Income from operations 


Sales Revenue 
Government Reimbursement 
(note 8) 


Total Revenue 
Expense 


Income (loss) from operations 


Sales Revenue 
Expense 


Loss from operations 


Sales Revenue 
Government Reimbursement 
(note 8) 


Total Revenue 
Expense 


Income (loss) from operations 


199] 
$ 


38,408 


18,711 


Syke, 
56,717 


402 


44,117 
30,068 


14,049 


P2520 


3,100 


15,620 
15,844 


4,096 
6,375 


(2,279) 


5,280 


1,940 


7,220 
Ly 


SCHEDULE 2 


1990 
$ 


42,985 


18,233 


61,218 
59,673 


1,545 


42,069 
Le ee, 


14,536 


12,492 


4,000 


16,492 
coo 


125? 


4,773 
6,505 


TWENTY-FOUR 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION SCHEDULE 2 
Schedule of Operating Revenues and Expenses (continued) 
for the year ended December 31, 1991 


(dollars in thousands) 


1991 1990 
$ $ 

Bus Services Sales Revenue 6,041 5,398 

Expense S77 SMES: 

Income from operations 270 163 

Marine Services Sales Revenue 297 338 

(North Bay) Expense 434 579 

Loss from operations (1379) (241) 

Marine Services Sales Revenue 103 103 
(Moosonee) Government Reimbursement 

(note 8) oF 62 

Total Revenue 200 165 

Expense 77 145 

Income from operations ZS 20 

Tourist Facilities Sales Revenue 110 150 

(Hannah Bay) Expense 108 1k 

Income from operations Z 13 

Total Operations Sales Revenue 110,972 1135395 
Government Reimbursement 

(note 8) 23,848 23,695 

Operating Revenues 134,820 137,090 

Operating Expenses 122,071 122,305 


Operating Income 12,149 14,785 


See accompanying schedules and notes to consolidated financial statements. 


TWENTY-FIVE 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
Notes to Consolidated Financial Statements 
December 31, 1991 


1 SIGNIFICANT ACCOUNTING POLICIES 

a) Basis of accounting 

These consolidated financial statements are prepared by management in accordance with 
generally accepted accounting principles. They include the accounts of the Commission 
and its wholly-owned subsidiaries, Star Transfer Limited, The Owen Sound Transporta- 
tion Company, Limited, Air-Dale Limited and Nipissing Central Railway Company. 

b) Materials and supplies 

With the exception of used rail, and bulk diesel fuel, all materials and supplies are 
valued at the most recent price paid. Used rail is shown at unamortized book value 
determined at the time of retirement and bulk diesel fuel is valued at average cost. 


Cc) Long-term investments 


Long-term investments are stated at acquisition cost, net of any unamortized bond 
discount or premium. 


d) Investment in capital assets and amortization 


Capital assets are stated at acquisition cost. Amortization is calculated on the straight- 
line basis over the estimated service lives of the assets. 


The estimated service lives used for principal categories of assets are as follows: 


Roadway-main line and branches 20 to 50 years 
Railway diesel locomotives 25 years 
Railway cars 33 years 
Vessels 20 to 30 years 
Buildings 50 years 
Telecommunications equipment 15 years 
Aircraft 10 years 
Vehicles 3 years 
Coaches 10 years 
Bus franchises 10 years 


The Province of Ontario reimburses the Commission for the cost of certain capital assets 
purchased for use in operations designated as non-commercial by the Province. The 
Commission records these assets at their original cost together with an offsetting credit 
to Contributed Surplus. Annual amortization on these capital assets is recorded as a 
reduction of Contributed Surplus. 
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II SIGNIFICANT ACCOUNTING POLICIES (Continued) 
e) Self-insurance fund 

The self-insurance fund assets are stated at acquisition cost. 
f) Other assets 


Deferred agency fees and goodwill are stated at unamortized acquisition cost and amorti- 
zation is calculated on the straight-line basis over 5 years and 10 years, respectively. 


g) Income taxes 

As an agency of the Province of Ontario, the Commission is exempt from income taxes. 
This exemption extends to its wholly-owned subsidiaries, and accordingly no tax provi- 
sion is recorded in these financial statements. 

h) Vacation pay 

The Commission accounts for vacation entitlement payments on a cash basis. There is no 
accrual at the end of the year for vacation entitlements earned but not paid. Had these 
amounts been included in the accounts, current liabilities would have been increased by 
approximately $3,954,000 (1990 - $4,112,000) along with a corresponding decrease in 
retained earnings. 


ey LONG-TERM INVESTMENTS 


Long-term investments are comprised of the following: 


1991 1990 

$ $ 
Investment in common shares of Telesat Canada 150,000 150,000 
Investment in long-term government bonds == 1,997,000 


150,000 2,147,000 
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ED SELF-INSURANCE FUND 


The Commission follows the policy of self-insuring for damages from rolling stock 
derailments and for cargo damage. Annual contributions to the self-insurance fund 
consists of a $100,000 premium paid by the Commission in addition to investment 
income earned on fund assets. As a result of a freight train derailment occurring during 
the year, the sum of $517,000 was paid from the self-insurance fund. 


4. OTHER ASSETS 


Other assets are comprised of the following: 


1991 1990 

$ $ 
Deferred Agency Fees 238,000 — 
Goodwill 969,000 400,000 
Deferred Pension Charge (note 5) 6,008,000 6,176,000 


7,215,000 6,576,000 


sF PENSION PLAN 


The Commision is the trustee for its contributory pension plan which covers all perma- 
nent staff. 


The net cost of pension benefits is actuarially determined on the basis of management's 
best estimates using the projected benefit method pro-rated over the service lives of 
employees. The net cost of pension benefits includes the amortization over the remaining 
service lives of the plan members of the initial net pension surplus and the 1991 experi- 
ence gain. Pension plan assets were valued at a market related value based on recogniz- 
ing the difference between book and market values at each year end over a five year 
period. 


The Commission's share of the net cost of pension benefits earned by employees during 
the year was $2,294,000 (1990 - $1,397,000). In 1991, the Commission funded the 
amount of $2,126,000 (1990 - $2,202,000). The accumulated excess of the funded 
amount over the net cost of benefits earned is recorded as a Deferred Pension Charge 
which is included in Other Assets on the balance sheet. 


The actuarial valuation prepared for accounting purposes as at December 31, 1991, 
disclosed a surplus of $13,267,000 (1990 - $12,984,000) representing the excess of 
plan assets of $217,731,000 (1990 - $206,230,000) over accrued pension benefits of 
$204,464,000 ( 1990 - $193,246,000). This valuation assumed an expected rate of 
return on plan assets of 7 1/2 per cent and projected pay increases of 5 1/2 per cent. 


TWENTY-EIGHT 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 


Notes to Consolidated Financial Statements 
December 31, 1991 


6. LONG-TERM DEBT 


Long-term debt is comprised of the following: 


Loan from Province of Ontario 
Non-interest bearing and with no specific 
terms of repayment 


Term bank loan 
Bearing interest at the bank's prime 
lending rate and with fixed annual 
principal repayments extending over 5 years 


Less: current portion 


1991 


35,208,000 


7,000,000 


42,208,000 


1,000,000 


41,208,000 


Principal repayments due in each of the next 5 years are as follows: 


1992 
1993 
1994 
1995 
1996 


Ve RETIREMENT INCENTIVE 


1990 
$ 


35,208,000 


35,208,000 


35,208,000 


1,000,000 
1,000,000 
1,000,000 
1,000,000 
3,000,000 


7,000,000 


During 1990, one of the Commission's major customers closed its mining operations at 
two mines located in Northern Ontario. In connection with this closure, incentives to 
retire were extended to a number of the Commission's employees. A total of 107 employ- 


ees accepted the offer at a cost of $5,177,000. 
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8. GOVERNMENT REIMBURSEMENT 


In accordance with a Memorandum of Understanding between the Commission and the 
Ministry of Northern Development and Mines, certain operations of the Commission have 
been designated as non-commercial. The Commission and the Ministry entered in a fixed 
price contract which defined the amount of compensation which the Province of Ontario 


provided for the year 1991. 


A portion of the operating loss of the weekday passenger train service between North Bay 
and Toronto is reimbursed by the National Transportation Agency of Canada under 


Section 261 of the Railway Act. 


Details of Government Reimbursement are as follows: 


From the Province of Ontario: 
Rail - Passenger Service and 
Moosonee Branch 


Air Services 
Marine Services (Moosonee) 


Marine Services (Owen Sound) 


From the National Transportation Agency 


LOOT 


16,611,000 
3,100,000 
97,400 
1,940,000 


2,106,000 


23,848,400 


ae TELECOMMUNICATIONS REVENUE AGREEMENTS 


1990 


16,235,000 
4,000,000 
62,000 
1,400,000 


1,998,000 


23,695,000 


The Commission has revenue-sharing agreements with Bell Canada and Northern Tel- 
ephone Limited, subsidiaries of Bell Canada Enterprises Inc. These revenue-sharing 
agreements may be terminated by either party after giving 180 days and 60 days prior 
notice, respectively. Approximately 68 per cent (1990 - 70 per cent) of telecommunica- 


tions revenue depend on these agreements. 


THIRTY 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
Notes to Consolidated Financial Statements 
December 31, 1991 


10. COMMITMENTS AND CONTINGENCIES 
Rail Line Purchase 


The Commission has entered into an agreement with the Canadian National Railway 
Company to purchase, for a nominal amount, certain lands, buildings and operations 
related rail facilities located between Cochrane and Calstock, in the Province of Ontario. 
The agreement has been approved by the National Transportation Agency of Canada, but 
requires further federal and provincial government approvals before being finalized. 


Gray Coach Purchase 


The Commission has entered into an agreement to purchase certain assets from Gray 
Coach Lines Inc. for the sum of $7 million. The agreement requires certain regulatory 
and Government of Ontario approvals before being finalized. Currently, the assets are 
being utilized by the Commission while the monies paid are being held in escrow pend- 
ing final approval. 


Litigation 

Various statements of claim have been issued against the Commission claiming damages. 
Damages, if any, cannot be estimated at this time and in any event the Commission is of 
the opinion that these claims would be unfounded or covered by insurance. Should any 
loss result, it would be charged to operations when the amount is ascertained. 


11. COMPARATIVE FIGURES 


Prior year's figures have been reclassified where necessary to conform to the current 
year's presentation. 
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May it please your Honour: 


| beg leave to present the 92nd annual report of the Ontario Northland 


Transportation Commission for the year ending December 31, 1992. 


Respectfully submitted, 
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| beg to submit the annual report for the year 1992 of the Ontario Northland 
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GAimAtweR MAN’ S MESSAGE 


At year end, the Commission consisted of seven members: Chairman Matt 
Rukavina and Commissioners Roy Carlyle, David Hughes, Lloyd Marshall, Peter 
Nakogee, Wendy Spottiswood and Carol White, with service ranging from one 
to thirteen months. This relatively new group has given the Ontario Northland 
team a fresh policy look to face a continuing, challenging economic climate. 

Premier Bob Rae through the Minister of Northern Development and Mines, 
Hon. Shelley Martel, continues to appoint Commission members truly representative 
of the northern geographic mosaic who bring transportation, business and 
administration background to the Commission table. 

A policy has been developed to hold the monthly Commission meetings 
throughout the north in order to promote dialogue with various community leaders, 
customers and northerners in general on how, together, the north can best be 
served. 

The principal challenges facing Ontario Northland are; 

* coping with cost containment and decreasing provincial funding for non- 
commercial functions, while delivering the services the north desires and 
requires. 

e facing the effects of federal deregulation of the telecommunications 
industry with the resultant competition and revenue decrease in our main 
funding source. 

e the need to develop additional rail freight tonnage over the existing 
infrastructure which can accommodate practically any increase. 

¢ promotion of greater passenger volumes in air, bus and marine transportation 
where significant declines have occurred, as they have nationally, and build 
upon rail passenger carryings where volumes have not decreased but where 
much potential for increase exists. 

The Commission is taking steps to develop an organizational structure that 

will prepare Ontario Northland not only for the balance of this decade but its rightful 


role in the next century. 


Respectfully submitted on behalf of the Commission, 


Matt Rukavina 


Chairman 
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Along with all business enterprises in the North, Ontario Northland has 
struggled through three years of unrelieved economic hardship brought on by 
the continuing recession. 

Despite the daunting economic environment, which affected revenues in all 
our essential transportation operations, several positive notes were struck in 1992. 

In our Communications division, the fibre optic transmission system between 
Timmins and North Bay was completed on time and on budget. Communications 
continues to be our strongest division, while keeping pace with systems 
innovations worldwide. 

The new Northlander trains, built in our own Rail Services shops, were 
introduced this year, and met with unanimous approval both for their technological 
excellence and uncompromising efficiency. 

Our tourism division’s marketing efforts have more than ever continued to 
develop a strong base for growth in the industry as the economy turns around. 

In 1992 we continued to cut back on costs in every area possible, while 


maintaining the safe, high-quality service that is Ontario Northland’s hallmark. 


Respectfully submitted, 


Peter A. Dyment 


President and Chief Executive Officer 
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The Northern Ontario Railway Act of 1902 gave birth to the Temiskaming & 
Northern Ontario Railway, forerunner of the ONR, which originally opened up 
the North and its rich mining and forest resources that sustained thriving 
industries. 

In the challenging times now facing these industries, ONR freight has 
struggled to maintain its network of services at an optimum performance level 
and realistic operating cost in the face of declining demand. 

Rail Services faced a similar challenge in its passenger services division, where 
quality and efficiency levels must continue to increase, despite essentially 
stagnant demands. 

In 1992, a new Northlander train was introduced, composed of state-of-the- 
art equipment built in our own ONR shops. Innovations in its design and 
equipment provide a more cost-efficient operating budget, as well as increased 
passenger amenities. In addition, the refurbishing of equipment on the Little Bear 
passenger train was completed in 1992, updating it to a modern and comfortable 


travel environment. 
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It wasn’t until the mid-20th Century that Northern Ontario highways caught 
up to the rail development that had originally opened up the North. Today’s modern 
highways provide a transportation network that has made bus travel the most 
economical option for many Northerners. Ontario Northland has been providing 
them with convenient schedules and safe, comfortable service right from the start. 

1992 saw the completion of the acquisition of the former Gray Coach Lines, 
enabling Ontario Northland to gain an edge on the market for bus service from 
Toronto to Sudbury and North Bay. This will potentially provide a boost to the 
division’s declining revenues, and enable it to explore Northern tour package 
potential and increased ridership. 

Meanwhile, Bus Services management continued to maintain an optimum 
service schedule for short- and long-distance customers, while exploring revenue- 


producing possibilities for the future. 
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From the birchbark canoe, the earliest form of efficient long-distance 
transportation in Northern Ontario, to present-day world-class technology, water 
travel has been an important link between communities dotted across the 
region. From Moosonee to Manitoulin, the Chi-Cheemaun to the Chief Commanda, 
in 1992 Ontario Northland Marine continued its dedication to supporting and serving 
the transportation needs and tourism opportunities of the North. 

On what was once a simple ferry crossing between Tobermory and South 
Baymouth on Manitoulin Island, the crossing of the Chi-Cheemaun has become 
the highlight of the tour route for families exploring this beautiful area. 

While the declining economy has made a difficult task of boosting the 
Chief Commanda II’s revenues, our marketing maintained its goal of attracting 
both locals and day-trippers to its Lake Nipissing cruise. We also explored 
various future uses for the Chief Commanda I, with an eye toward making it a 
revenue-producing attraction. The Manitou II continued in 1992 to provide a vital 
passenger and freight schedule between Moosonee and Moose Factory. 

Management strategies that balance pragmatism and optimism will be an 


ongoing objective. 
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As transportation technology developed over the last century, Ontario 
Northland’s mandate has consistently kept pace. It was in the early 1930’s that 
the T&NO Commission first considered expanding into trucking, a venture that 
eventually resulted in its truck freight service known as Star Transfer. 

Like all of our freight operations, Star Transfer has suffered in recent years 
from a decline in demand, and 1992 brought little economic relief. The competition 
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From the very beginning of telecommunications technology, the T&NO 
Commission saw its value. In addition to the historic advances it brought to railway 
signal operations, its ttemendous commercial potential was obvious. 

Today, Ontario Northland Communications, our most profitable division, 
continues to advance its technology and provide world-class telecommunications 
service to Northern Ontario. Our Fibre Optic Transmission System between 
Timmins and North Bay was completed on budget and on schedule in 1992. 

In addition, our data-processing and telecommunications operations enjoyed 
a net increase in total revenue, while our fledgling data management joint 
venture with IBM continued to show successful results throughout 


the year. 
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The wild beauty and rich history of the Northland that enriches the lives of 
its inhabitants also provides for a wealth of opportunities in tourism. Ontario 
Northland Tourism, in its 4th year, continued to develop a marketing strategy that 
is both realistic and ambitious in its aim to tap this market. 

In 1992, we launched the MAKE IT YOURS campaign with just under a million 
copies of a full-colour Summer Holidays brochure that integrated tourism 
attractions with Ontario Northland’s transportation network. Thousands of 
respondents sent in coupons requesting more information, and of those, almost 
4,000 purchased our MAKE IT YOURS video. 

Our marketing strategies continue to focus on competing for domestic and 
international tourist dollars to capitalize on the tremendous vacation opportunities 
throughout Ontario. We are also focusing on developing the potential of our Polar 
Bear Express operations to Moosonee, with the hope of continuing to expand 


this rich market in a cooperative effort with several First Nations communities. 
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Development operations in a harsh economic environment call for 
uncompromising pragmatism in its outlook. We have met the challenge by 
cutting back further on plans for our International Consulting operation, 
concentrating in 1992 on completion of our domestic projects. 

We opened our new Kirkland Lake bus terminal and office complex in 1992, 
and it is now fully operational, providing much-needed modern services to the 
local community as well as to our customers and personnel. In addition, our 
Cochrane station, hotel and restaurant complex, in its second year, proved to be 


a real bonus for tourism operations connecting the many attractions in the Pee Meco 
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The development of air travel in Northern Ontario in the first half of the 20th 
Century enabled delivery of essential services as well as the tapping of rich resources 
in the diverse and remote areas of this vast territory. 

Today, the continuing development of the Northern region depends on 
maintaining the vital air link epitomized by the service of norOntair to both regional 
centres and far-flung communities. 

Technology has come a long way since Charles Lindbergh’s 1927 flight to 
Moose Factory; Ontario Northland was a pioneer with the first Dash-8 commercial 
flight in the world, and continues to keep pace with the needs of Northern air 
travellers. 

As commercial carrier performance continued to fluctuate with the economy 
in 1992, we remained an enduring presence, providing consistent service on a 
regular, reliable timetable from our main service base in Sault Ste. Marie. 
NorOntair is dedicated to maintaining this vital service link to the communities 
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AUDITOR’S REPORT 


To the Ontario Northland Transportation Commission 
and to the Minister of Northern Development and Mines 


I have audited the consolidated balance sheet of the Ontario Northland Transportation Commission as at 
December 31, 1992 and the consolidated statements of operations and retained earnings, contributed surplus 
and changes in financial position for the year then ended. These financial statements are the responsibility of 
the Commission’s management. My responsibility is to express an opinion on these financial statements 
based on my audit. 


I conducted my audit in accordance with generally accepted auditing standards. Those standards require 
that I plan and perform an audit to obtain reasonable assurance whether the financial statements are free of 
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement presentation. 


In my opinion, these consolidated financial statements present fairly, in all material respects, the financial 


position of the Commission as at December 31, 1992 and the results of its operations and the changes in its 
financial position for the year then ended in accordance with generally accepted accounting principles. 


aa i t 
mek Peters, CyA. 
Provincial Auditor 


Toronto, Ontario 
March 28, 1993 
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CONSOLIDATED BALANCE SHEET 


As at December 31 


(dollars in thousands) 1992 1991 


ASSETS 


Current Assets 


Cash and short-term investments $ 6,028 $ 534 
Accounts receivable Z1 535 25,990 
Materials and supplies 9,008 9,968 

Prepaid expenses 512 711 

30,883 44 740 

Investment in Telesat Canada SiO) 150 
Self-Insurance Fund (Note 1) - Market value $3,772; (1991 - $3,409) 3,568 Salis 
Investment in Capital Assets (Schedule 1) 230,779 237,199 
Other Assets (Note 2) 6,216 TAS 
$ 277,596 5 282,425 


[he accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 
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CONSOLIDATED BALANCE SHEET 
As at December 31 


(dollars in thousands) 1992 199] 
LIABILITIES AND EQUITY 
Current Liabilities 
Accounts payable and accrued charges $ 12,286 $ 11,615 
Deferred revenue 149 1,085 
Current portion of long-term debt 1,000 1,000 
13,435 13,700 
Provision for Self-Insurance (Note 1) 3568 Syd ia) 
Long-Term Debt (Note 4) 40,208 41,208 


Commitments and Contingencies (Note 9) 


Province of Ontario Equity 


Contributed surplus 12,015 11,706 
Retained earnings 208,370 212,696 
220,385 224,402 

$277,596 $ 282,425 


ON BEHALF OF THE COMMISSION: 


—_— 
M. K. Rukavina, Chairman P. A. Dyment, President and CEO 
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The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statement 
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CONSOLIDATED STATEMENT OF OPERATIONS AND RETAINED EARNINGS 


For the year ended December 31 


(dollars in thousands) 


Other Expenses 


1992 1991 
Operating Revenues (Schedule 2) $ 143,758 $ 130,724 
Operating Expenses (Schedule 2) 133,407 116,296 
Operating Income from Continuing Operations 10,351 14,428 
General administrative expenses 9,581 9,191 
Interest expense 160 129 
Write-off of interest receivable (Note 5) 2,228 — 
Investment and other income (895) (825) 
11,074 8,495 
(Loss) Income from Continuing Operations Ci25) 5,933 
Discontinued Operations (Note 8) 
Loss from operations of discontinued 
Transport/Express Services division (2,141) Cz,279) 
Loss on disposal of Transport/Express 
Services division, including provision 
for severance payments to employees (1,462) — 
Total Loss from Discontinued Operations (3,003) 2792 
Net (Loss) Income for the year (4,326) 3,054 
Retained Earnings - beginning of year 212,696 209,042 
% 208,370 $ 212,696 


Retained Earnings - end of year 


Ihe accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 
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CONSOLIDATED STATEMENT OF CONTRIBUTED SURPLUS 
For the year ended December 31 


(dollars in thousands) 1992 1991 
Balance - beginning of year $ 11,706 $ 13,828 
Add: Rail passenger equipment upgrade 2,400 — 
Less: Amortization 2,091 Dy hee 
Balance - end of year $ 12-095 $ 11,706 
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CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


For the year ended December 31 


(dollars in thousands) 1992, 1991 
Operating Activities 
(Loss) income from continuing operations $ (723) $ Be pe = 
Loss from discontinued operations (Note 8) (3,003) (2)279) 
Net (loss) income for the year (4,320) 3,054 
Items not affecting cash 
- amortization 10,897 8,849 
Gor 12,503 
Changes in non-cash working capital balances 
Decrease in accounts receivable DAS 300 
Decrease in materials, supplies and prepaid expenses fo) 1950 
Increase (decrease) in accounts payable and accrued charges 671 (859) 
(Decrease) increase in deferred revenue (930) 229 
9,063 14,164 
Financing Activities 
Proceeds from term bank loan — 7,000 
Reduction of term bank loan (1,000) — 
Proceeds from Province of Ontario 2,400 _- 
1,400 7,000 
Investing Activities 
Proceeds from sale of long-term investments — 2,029 
Investment in capital assets (7,300) (21,998) 
Proceeds from sale of capital assets 1,142 1,018 
Decrease (increase) in other assets 649 (82) 
Increase in goodwill o (628) 
(5,509) (19,601) 
Increase in Cash and Short-Term Investments during the year 5,494 504 
Cash and Short-Term Investments - beginning of year 534 (909) 
Cash and Short-Term Investments - end of year 6,028 $ 534 


The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 
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CONSOLIDATED SCHEDULE OF INVESTMENT IN CAPITAL ASSETS 


As at December 31 


Schedule 1 


(dollars in thousands) 1992 1991 
Cost Accumulated Net Book Net Book 
Amortization Value Value 

Rail Services 

Roadway $ 129,403 Smeal S$) 84272 $ 86,465 

Buildings 40,453 6,146 34,307 33,036 

Equipment 60,868 23,099 37,169 Sige 
Telecommunications 

Equipment 72,529 39,740 32,789 31,489 

Buildings 5159 893 2,246 1,942 
Air Services 

Aircraft 15,092 12,408 2,684 Aa Ow 

Buildings 1,869 701 1,168 1,261 

Equipment DORAL OWEN — 383 
Transport/Express Services 

Vehicles 2,384 V4 610 848 

Land and buildings 644 454 190 216 

Equipment 640 530 104 170 
Marine Services (Owen Sound) 

Vessels 20m 6,505 14,267 13,966 

Land and buildings 126 2D) oF "9 

Equipment 244 236 8 15 
Bus Services 

Coaches 8,040 2,401 5,639 2S 

Land and buildings 2,000 6 1,994 2,000 

Franchises 298 90 208 238 
Marine Services (North Bay and Moosonee) 

Vessels 913 543 370 404 

Buildings 105 33 72 12 
Under construction iA) ) = i585 15,788 

Oy) SSAA) $ 143,396 $ 230,779 h 0 Wel odo) 


The accompanying summary of significant accounting policies and noles are an integral part of these consolidated financial statements. 
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CONSOLIDATED SCHEDULE OF OPERATING REVENUES AND EXPENSES Schedule 2 


For the year ended December 31 


(dollars in thousands) 1992 1991 
Rail Services 
Sales revenue $ 45,075 $ 38,408 
Government reimbursement (Note 6) 120 18,711 
Total revenue 62,345 Syne) 
Expense 61,798 56,717 
Income from operations S47 402 


Telecommunications 


Sales revenue (Note 7) 44,489 44,117 
Expense 32,047 30,068 
Income from operations 11,842 14,049 


Air Services 


Sales revenue 11,014 12,520 
Government reimbursement (Note 6) 3, 860 4,100 
Total revenue 14,874 15,620 
Expense 15795 15,844 
Loss from operations (884 ) (224) 


Marine Services (Owen Sound) 


Sales revenue 4,816 5,280 
Government reimbursement (Note 6) 1,860 1,940 
Total revenue 6,676 e220 
Expense 6,908 0 Be 
(Loss) income from operations C2352)) 43 


Bus Services 


Sales revenue 11,306 6,041 
Expense 12,926 Spy all 
(Loss) income from operations (1,620 ) 270 


Marine Services (North Bay) 


Sales revenue 106 297 
Expense 264 434 
Loss from operations (158) (137) 


Ihe accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 
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CONSOLIDATED SCHEDULE OF OPERATING REVENUES AND EXPENSES Schedule 2 (continued) 
For the year ended December 31 


(dollars in thousands) 1992 199] 

Marine Services (Moosonee) —- 
Sales revenue $ 85 $ 103 
Government reimbursement (Note 6) 110 97 
Total revenue 195 200 
Expense 134 Ly 
Income from operations 61 23 


Tourist Facilities (Hannah Bay) 


Sales revenue 98 110 
Expense 85 108 
Income from operations ils) 2 


Marine Services (Pelee Island) 


Sales revenue 2.787 he 
Expense 2,534 ae 
Income from operations 253 a 


Development (Office Building) 


Sales revenue 882 — 
Expense 258) = 
Income from operations 529 = 


Total Operations 


Sales revenue 120,658 106,876 
Government reimbursement (Note 6) 23,100 23,848 
Operating revenues 143,758 130,724 
Operating expenses 155207 116,296 
Operating income from continuing operations 10,351 14,428 


Discontinued Operations (Note 8) 


Loss from operations of discontinued 


Transport/Express Services division OAs) (2,279) 
Loss on disposal of Transport/Express 
Services division, including provision 
for severance payments to employees (1,462) aa 
(3,003) CAI, 
Operating Income $ 6,748 $ 12,149 


The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 


€ 


Fi NA MOT Alt Ree eo 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


As at December 31 


Basis of Accounting These consolidated financial statements are prepared by management in 
accordance with generally accepted accounting principles. They include the 
accounts of the Commission and its wholly-owned subsidiaries, Star Transfer 
Limited, The Owen Sound Transportation Company, Limited, Air-Dale Limited and 


Nipissing Central Railway Company. 


Materials and Supplies With the exception of used rail and bulk diesel fuel, all materials and supplies are 
valued at the most recent prices paid. Used rail is shown at unamortized book 
value determined at the time of retirement and bulk diesel fuel is valued at 


average cost. 


Investment in Telesat Canada Investment in Telesat Canada is stated at acquisition cost. 


Investment in Capital Assets 
and Amortization Capital assets are stated at acquisition cost. Amortization is calculated on the 


straight-line basis over the estimated service lives of the assets. 


The estimated service lives used for principal categories of assets are as follows: 


Roadway-main line and branches 20 to 50 years 
Railway diesel locomotives 25 years 
Railway cars 33 years 
Vessels 20 to 30 years 
Buildings 50 years 
Telecommunications equipment 15 years 
Aircraft 10 years 
Vehicles 3 years 
Coaches 10 years 

Bus franchises 10 years 


The Province of Ontario reimburses the Commission for the cost of certain capital 
assets purchased for use in operations designated as non-commercial by the 
Province. The Commission records these assets at their original cost together with 
an offsetting credit to contributed surplus. Annual amortization on these capital 
assets is recorded as a reduction of contributed surplus. 
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 


As at December 31 

Self-Insurance Fund The self-insurance fund assets are stated at acquisition cost. 

Other Assets Deferred agency fees and goodwill are stated at cost and are amortized i a 
straight-line basis over 5 years and 10 years, respectively. 

Vacation Pay The Commission accounts for vacation entitlements on a cash basis. AT 

Income Taxes As an agency of the Province of Ontario, the Commission is een ee 


taxes. This exemption extends to its wholly-owned subsidiaries, and accordingly 


no tax provision is recorded in these financial statements. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


As at December 31 


Self-Insurance Fund 


The Commission follows the policy of self-insuring against damages from rolling stock derailments and for 
cargo damage. Annual contributions to the self-insurance fund consist of a $100,000 premium paid by the 


Commission in addition to investment income earned on fund assets. 


Other Assets 


Other assets are comprised of the following: 


1992 1991 

Deferred agency fees $ — $ 238,000 
Goodwill 857,000 969,000 
Deferred pension charge (Note 3) 5,359,000 6,008,000 
$ 6,216,000 $ 7,215,000 


Deferred agency fees were paid to a company that has since gone bankrupt. Accordingly, management has 


written off the unamortized balance as realization of the related services are unlikely. 


Deferred Pension Charge 


The Commission is the trustee for its contributory pension plan which covers all permanent staff. 


The net cost of pension benefits is actuarially determined on the basis of management’s best estimates using 
the projected benefit method pro-rated over the service lives of the employees. The net cost of pension 
benefits includes the amortization over the remaining service lives of the plan members of the initial net 
pension surplus and the 1992 experience gain. Pension plan assets were valued at a market related value 
based on recognizing the difference between book and market values at each year end over a five year 


period. 


The Commission’s share of the net cost of pension benefits earned by employees during the year was 


$3,021,000 (1991 - $2,294,000). In 1992 the Commission funded the amount of $2,373,000 (1991 - $2,126,000). 


The accumulated excess of the funded amount over the net cost of benefits earned is recorded as a deferred 


pension charge which is included in other assets on the balance sheet. 


The actuarial valuation prepared for accounting purposes as at December 31, 1992 disclosed a surplus of 
$3,228,000 (1991 - $13,267,000) representing the excess of plan assets of $238,202,000 (1991 - $217,731,000) 
over accrued pension benefits of $234,974,000 (1991 - $204,464,000). This valuation assumed an expected 


rate of return on plan assets of 7 1/2 per cent and projected pay increases of 5 1/2 percent. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
As at December 31 


4 Long-Term Debt 
Long-term debt is comprised of the following: 
1992 1991 
Loan from Province of Ontario is non-interest bearing with no 
specific terms of repayment. $ 35,208,000 $ 35,208,000 
Term bank loan bearing interest at the bank’s prime lending rate 
and with fixed annual principal repayments extending over 5 years 6,000,000 7,000,000 
41,208,000 42,208,000 
Less: current portion 1,000,000 1,000,000 
$ 40,208,000 $ 41,208,000 
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Principal repayments due in each of the next four years are as follows: 


1993 $ 1,000,000 
1994 1,000,000 
1995 1,000,000 
1996 3,000,000 


$ 6,000,000 


5 Write-off of Interest Receivable 
The Commission had charged the Ministry of Northern Development and Mines for interest in connection with 
the purchase of the ferry vessel Nindawayma in 1989. It has become evident that payments for this interest 


will not be forthcoming and accordingly, they are being written off. 


6 Government Reimbursement 


In accordance with a Memorandum of Understanding between the Commission and the Ministry of Northern 
Development and Mines, certain operations of the Commission have been designated as non-commercial. 
The Commission and the Ministry entered into a fixed price contract which defined the amount of 


compensation which the Province of Ontario provided for the year 1992. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


As at December 31 


6 Government Reimbursement (continued) 
A portion of the operating loss of the weekday passenger train service between North Bay and Toronto is 
reimbursed by the National Transportation Agency of Canada under Section 261 of the Railway Act. 
Details of Government Reimbursement are as follows: 
1992 1991 
From Province of Ontario: 
Rail - Passenger Service and Moosonee Branch $ 15,170,000 $ 16,611,000 
Air Services 3,800,000 3,100,000 
Marine Services (Moosonee) 110,000 97,400 
Marine Services (Owen Sound) 1,860,000 1,940,000 
From National Transportation Agency 2,100,000 2,100,000 
$ 23,100,000 $ 23,848,400 
mi Telecommunications Revenue Agreements 
The Commission has revenue-sharing agreements with Bell Canada and Northern Telephone Limited, 
subsidiaries of Bell Canada Enterprises Inc. These revenue-sharing agreements may be terminated by either 
party after giving 180 days and 60 days prior notice, respectively. Approximately 70 percent (1991 - 68 
percent) of telecommunications revenue depend on these agreements. 
8 Discontinued Operations 


In December 1992, the Commission implemented a plan to discontinue the Transport/Express Services 
division (Star Transfer Limited). The phase out period is expected to extend into the first quarter of 1993. 
The results of operations of this division for the period January 1, 1992 to December 31, 1992 are included in 
Discontinued Operations - loss from operations of discontinued Transport/Express Services division. 
Comparative figures have been reclassified to conform to this basis of presentation. Net assets of the division 
were valued at $1,483,000 as at December 31, 1992. Sales for the year amounted to $4,016,000 (1991 - 
$5,096,000). It is anticipated that the net assets of the division will be disposed of at fair market value by way 


of public auction with the exception of the buildings and land which will be retained by the Commission. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


As at December 31 
9 Commitments and Contingencies 
Rail Line Purchase 


The Commission has entered into an agreement with the Canadian National Railway Company to 
purchase, for a nominal amount, certain lands, buildings and operations related rail facilities located 
between Cochrane and Calstock in the Province of Ontario, The agreement has been approved by the 
National Transportation Agency of Canada, but requires further federal and provincial government 


approvals before being finalized. 


Litigation 
Various statements of claim have been issued against the Commission claiming damages. Damages, if 
any, cannot be estimated at this time and in any event the Commission is of the opinion that these claims 
would be unfounded or covered by insurance. Should any loss result, it would be charged to operations 


when the amount is ascertained. 


10 Government Assistance 


Under an agreement dated February 24, 1992 the Commission is eligible to receive $4,250,000 in loan 
proceeds from the Northern Ontario Heritage Fund Corporation, (the Heritage Fund) to assist with the 
purchase of certain specified capital assets. In accordance with the terms of the agreement the Commission 
must lease the assets to Algoma Central Railway for a nominal fee of $1 per year. The loan is non interest 
bearing and may be repaid at a mutually agreed date between the Commission and the Heritage Fund by 
conveyance of the title of the assets to the Heritage Fund. As at December 31, 1992 a total of $3,457,000 has 


been received and has been recorded as a reduction of the cost of the capital assets. 


11 Comparative Figures 


Prior year’s figures have been reclassified where necessary to conform to the current year’s presentation. 
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The 93rd Annual Report 

of the 

Ontario Northland Transportation Commission 
for the year ending 

December 31, 1993 
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Ontario 


Province of Ontario 


Honourable Bob Rae 
Premier 


Honourable Gilles Pouliot 
Minister of Northern Development and Mines 


ep) 


‘au 
Ontario 


The Honourable Henry N.R. Jackman 
OStie Boke alee ba 
Lieutenant Governor of the Province of Ontario 


May it please your Honour: 


I beg leave to present the 93rd annual report of the Ontario Northland 
Transportation Commission for the year ending December 31, 1993. 


Respectfully submitted, 


Fea, tus 


Gilles Pouliot 
Minister of Northern Development and Mines 


Pe Ontario 
Northland 
The Honourable Gilles Pouliot 
Minister of Northern Development and Mines 
Parliament Buildings 
Toronto, Ontario 


Sir: 


I beg to submit the annual report for the year 1993 of the Ontario Northland 
Transportation Commission, and I have the honour to be, Sir, 


Yours faithfully, 


M.K. Rukavina 
Chairman, ONTC 
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Principal Officers 


P.A. Dyment 
President & CEO 
(Jan - Sep) 


K.J. Wallace 
Vice-President 
Telecommunications Services 
(Jan - Sep) 


Acting President 
(Sep - Nov) 


President & CEO 
(Dec) 


C.M. Boston 
Vice-President 
Administration and Development 


S.G. Carmichael 
Vice-President 
Finance 


R.S. Hutton 
Vice-President 
Computer Services 
(Jan-Sep) 


Acting Vice-President 
Telecommunications Services 
(Sep - Nov) 


Vice-President 
Telecommunications Services 
(Dec) 


E. Marasco 
Vice-President 
Passenger Services 


K.J. Moorehead 
Vice-President 
Rail Services 


T. O’Connell 
Counsel 


mens : 


Ontario Northland 
Transportation 
Commission 


M.K. Rukavina 
Chairman 
Kapuskasing 


R.W. Carlysle 
Commissioner 
Haileybury 


D.S. Hughes 
Commissioner 
Cochrane 


B. Hughson 
Commissioner 
Chelmsford 


P.A. Kelly 
Commissioner 
North Bay 


L. Marin 
Commissioner 
Timmins 


L. Marshall 
Commissioner 
North Bay 


P. Nakogee 
Commissioner 
Moosonee 


W.L. Spottiswood 
Commissioner 
Fort Frances 


C.C. White 
Commissioner 
Birch Island 


Chairman's Message 


During 1993 the composition of the Commission was enlarged to ten by the addition of Barbara 
Hughson, Paul Kelly and Lise Marin. 


Peter Dyment retired as President in September with John Wallace appointed as Acting President 
while a search took place for a permanent replacement. John Wallace, a career Ontario Northland 
employee who served in all areas of the corporation’s activities, was named President and CEO as 
of December 1, 1993. 


Some of the highlights of the year were: 


¢ Star Transfer, with its continued financial losses in the 2 million dollar a year range, ceased 
operating in April after a valiant attempt by all concerned to transform it into an employee- 
owned company. 


¢ In April the provincial expenditure control plan along with their multi-year expenditure reduc- 
tion plan reduced Ontario’s financial assistance to our provincially mandated services by 2.75 
million dollars. As a result the Nindawayma did not operate, reducing our Georgian Bay ferry 
service to one vessel. Further reductions included the discontinuation of Twin Otter service to 
six northwestern Ontario communities in August. 


¢ — The provincial Social Contract was applied to our operations and while existing collective agree- 
ments which are under federal jurisdiction were not affected, a further reduction of 2.23 million 
dollars in provincial assistance was mandated. This target was met through the introduction of 
an early retirement incentive program which was accepted by 57 persons as of year end. 


¢ The Northline, covering the 245 km Kapuskasing Subdivision between Cochrane and Calstock, 
was acquired from Canadian National in August after six years of negotiation requiring provin- 
cial and federal approvals. This addition brings total trackage up to 1100 km and provides 
opportunities for increased freight traffic. 


Ontario Northland is taking steps to meet the challenges of continuing reductions in pro- 
vincial financial assistance and increased competition during a difficult national and interna- 
tional economy. Our plans include an aggressive marketing strategy, implementation of fur- 
ther operating efficiencies and the adoption of a bottom-line approach to doing business and 
providing service. 


Respectfully Lie of the Commission, 
ff haze ge 


Matt Rukavina 
Chair 
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President's Message 


The Chairman has outlined the significant highlights of 1993, so I will limit my comments to the 
shift in direction being undertaken as we look to the future. 


These are difficult times for Ontario Northland as we are experiencing declining public funding for 
non-commercial services, while both our customers and our services are facing increasing compe- 
tition. In addition to this changing “market”, changes in technology and regulation are impacting 
significantly on all of our operations. 


The outlook, if we are to remain “status quo”, is financially disturbing. Therefore, we commenced 
a detailed examination of Ontario Northland’s relationships with its various stakeholders. This 
review is considered essential as we contemplate and determine our future role and direction. Input 
at this early stage from all stakeholders is critical, not only because of the important role that 
Ontario Northland has played for Northern Ontarians in the past, but to ensure that Ontario Northland 
continues to serve Northern Ontario in a meaningful way in the future. 


An examination of the current situation showed an obvious need to reduce operating costs. In 
August, an early retirement incentive program was offered, which resulted in a reduction of 57 
permanent full-time positions. Further, a review of all discretionary operating and capital expendi- 
tures was undertaken to meet the targeted Social Contract expenditure reductions. 


Following my appointment on December Ist, an Organizational Restructuring Committee was 
formed to examine the senior levels of the management structure. Further reviews of middle and 
non-management positions will follow in a continuing effort to reduce costs. 


For any change to succeed, justification for it must be clearly communicated and understood by all 
concerned. This called for an improvement in internal communications and adopting a more 
participative management style. For example, we met with union officials to discuss the impact of 
the Social Contract and encourage their participation in finding ways to deliver our services in the 
most cost effective manner, without sacrificing quality or safety. 


I have been very impressed by the genuine concern expressed by employees throughout the Com- 
pany about our longer-term future. I am confident, that with this dedication, we will be able to 
overcome the challenges that lie before us. 


Rail Services 


Rail Services provides rail freight transportation to northeastern Ontario and Rouyn-Noranda, Que- 
bec, connecting with the CNR and CPR at North Bay; the CNR at Cochrane and Rouyn-Noranda 
and now the ACR at Hearst. 


The August 15th takeover of the former CNR Kapuskasing Subdivision added 245 km of trackage 
and the Hearst connection with the Algoma Central Railway. Two major customers, Spruce Falls 
Paper at Kapuskasing and Mallette’s at Smooth Rock Falls are now served directly by Ontario 
Northland. Track conditions had deteriorated prior to takeover and a major program of repairs was 
initiated by the Engineering Department, resulting in a return to full operating speeds before the 
end of the year. 


Freight Marketing scored some significant gains in traffic. A six-year contract for movement of 
300 to 500 thousand tonnes of high grade copper ore each year to Kidd and Rouyn-Noranda from 
Wisconsin, along with copper concentrates from Chile via the Port of Montreal effectively changed 
the ONR to an inbound carrier of mining products. Adjusting schedules, loading patterns and 
equipment modifications succeeded in getting time-sensitive newsprint traffic and lumber that was 
previously moving by truck. The heaviest single load in ONR history, a 550 thousand kilogram 
transformer, was moved by special train to Fraserdale for Ontario Hydro. 


Contract work for outside parties continued to be a significant economic factor. The North Bay 
shops completed a $4.3 million, 16 coach refurbishment contract begun in 1991 for VIA, and also 
achieved a valuable CSA Z 299.3 Quality Assurance Certification. The Engineering group com- 
pleted a track construction contract for Kidd Creek Mines. 


Operating efficiencies were achieved with a new computerized traffic control system, a track main- 
tenance mechanization and a staff reorganization in which 27 Rail Services employees accepted 
early retirement incentives. 


Passenger Services 


Ontario Northland operated three passenger train services in 1993. The Northlander train ran daily 
except Saturday between Cochrane and Toronto. The Little Bear is a mixed train, passenger and 
freight, running between Cochrane and Moosonee twice a week during the Polar Bear season and 
three times per week during the rest of the year. The Polar Bear Express is a summer excursion 
train which operated six days per week between Cochrane and Moosonee from June 26 to Septem- 
ber-6371993; 


The Northlander experienced a 17% decline in ridership in 1993, mostly attributable to a 25% fare 
increase implemented in June in an effort to increase revenues. Conversely, the Polar Bear Express 
and Little Bear trains showed modest increases of 1% and 7% respectively. 


Passenger equipment upgrades and uni-level car construction also continued as planned. These 
programs will eventually satisfy the short and long term requirements for all trains and reinforces 
Ontario Northland’s commitment to provide upgraded state-of-the-art equipment for all of our rail 
passengers. 


The Hannah Bay Goose Camp located on the coast of James Bay did not operate in 1993. Operating 
as a commercial service, it had in former years typically enjoyed a high occupancy rate during the 
hunting season and contributed a positive return. However, in recent years occupancy had declined 
to the point where continued operation was no longer economically viable. 


Telecommunications 


Ontario Northland Telecommunications (ONT) is a full service telecommunications carrier serving 
northeastern Ontario. ONT covers the region bounded by the Quebec border in the east, Flynn Lake 
in the west, North Bay in the south, and Hudson Bay in the north. The Ontario Northland Systems 
group (ONS), a department of the telecommunications division, operates as an IBM business part- 
ner marketing computer hardware and software, and information technology planning services 
throughout northern Ontario. Ontario Northland’s most profitable division, ONT generated over 
10 million dollars in operating income for the sixth consecutive year. 


Operations include 14 business components of which the most important revenue sources are the 
long distance services of message toll, WATS and 1-800. These long distance services accounted 
for 78% of total ONT revenue in 1993. 


Network improvements continued to enhance the quality of service, resulting in a significant reduc- 
tion in reported troubles per 100 NAS (network access services) for both toll and local service. 


In this technology-driven business, ONT strives to continually update and enhance its equipment 
and infrastructure. Projects completed in 1993 included the last phase of a major upgrade to local 
exchange facilities on Lake Temagami and the expansion of our Datapac switch in Timmins. Work 
in progress included a digital radio system from Timmins to North Bay and the upgrade of the 
Temagami exchange with a digital remote switch connected by fibre optics to the host. 


In addition to network improvements, the Ministry of Transportation New Liskeard District mobile 
radio system was replaced and the Ontario Northland Rail Services mobile system was extended 
from Cochrane to Calstock. The division also completed a number of fibre optic based Local Area 
Network (LAN) design and installation projects at various mine sites located in northern Ontario. 


Bus Services 


As acommercial non-subsidized operation, Bus Services strives to attain profitability while provid- 
ing an important transportation service throughout northeastern Ontario. 


1993 was the first full year of consolidated operation resulting from the acquisition of the Gray 
Coach northern routes connecting both North Bay and Sudbury to Toronto. Although the poor 
economy resulted in an 8% drop in overall boardings, there was a dramatic improvement in the 
bottom line. 


Operating expenses were reduced by nearly $1.5 million. Had one of the newest buses not been lost 
by fire, bus operations might have made a marginal profit. The complete route structure continues 
to be reviewed and analyzed in an effort to further improve cost effectiveness and attain 
profitability. 


A dramatic increase in charter business along with strong performance on some of the major runs 
helped to offset losses from service to smaller communities which depend on Ontario Northland for 
regular scheduled service and access to the rest of the province. 


norOntair 


norOntair continued to provide reliable, safe and consistent commercial air service in the North. 
For many smaller communities, norOntair provides the only scheduled air link to major centres. 


The airline fleet consists of two Dash-8’s (37 passenger capacity), five Twin Otters (18 passenger) 
and one Navajo (6 passenger), with a base of operations located in Sault Ste. Marie. 


The continued deregulation of the airline industry has resulted in an increase in the number of small 
regional airlines vying for business. Such competition from other carriers, particularly in the 
northwestern Ontario market, prompted norOntair to review its operations. A business decision 
was made to discontinue service to Atikokan, Dryden, Kenora, Pickle Lake, Red Lake and Terrace 
Bay effective August |. This took two Twin Otters and the Navajo out of regular operation while 
norOntair continues to serve 17 communities. 


The reduction in operations coupled with reduced boardings due to the economic downturn, ac- 
counted for an overall 15% decline in norOntair ridership. 


The Dash-8 service competed effectively and continued to enjoy a high level of approval and patron- 
age. The success of the Dash-8 service between the larger communities helps to subsidize the 
service to smaller communities which have insufficient boardings to sustain viability. 


Marine Services 


Marine Services operates ferries between Tobermory and South Baymouth on Georgian Bay, to 
Pelee Island on Lake Erie and to Moose Factory Island from Moosonee, as well as a cruise ship on 
Lake Nipissing. 


Declining ferry traffic in recent years led to the decision to operate the Tobermory/South Baymouth 
service with only one vessel in 1993, the Chi-Cheemaun. The Nindawayma was taken out of service 
and remained docked at Owen Sound for the entire season as no opportunities were realized for 
leasing the vessel. The Nindawayma will be kept out of service until traffic levels increase suffi- 
ciently to justify such an expansion of capacity. 


The ferry operation between Tobermory and South Baymouth showed a 4% decline in boardings in 
1993. This was indicative of a sluggish economy and a province-wide drop in general tourism 
activity. 


The Lake Nipissing cruise ship, the Chief Commanda II, had a 16% increase in ridership, but the 
loss per passenger remained high with expenses more than double the sales revenue. Restoring this 
important North Bay attraction to profitability remains a serious challenge. Considered a commer- 
cial venture, the Chief Commanda II is ONTC’s only non-subsidized marine service. 


The Manitou Island II barge/ferry provides a vital passenger and freight transportation link between 
Moosonee and Moose Factory Island. The aging engines of this vessel caused some unreliability in 
service, including at one point a week long cancellation. 


Ontario Northland’s newest involvement in marine services is the Pelee Island ferry service linking 
Kingsville and Leamington with Pelee Island and Sandusky, Ohio. 1993 was the first full year 
operating this service under contract for the Ministry of Transportation of Ontario. 


The Pelee Island ferries include the M.V. Pelee Islander, the M.V. Upper Canada, and the new roll- 
on roll-off ferry, the M.V. Jiimaan. Reserved as a back-up, the Upper Canada did not operate in 
1993. The Jiimaan had been introduced into service in July 1992 and was directly responsible for 
the overall 33% increase in traffic. 


Development 


Property management concentrated on efforts to lease vacant space in the Kirkland Lake office 
building, the former Gray Coach bus station in Barrie, and five former Star Transfer warehouses in 
northeastern Ontario. 


One initiative in 1993 was the relocation of the deteriorating and unused Chief Commanda I to a 
fixed location on the shore of Lake Nipissing. It was renovated to serve as a visible North Bay 
tourist attraction and leased out as a private restaurant operation. 


Recognizing fiscal constraints, further development projects were put on hold in 1993. 


Ontario Northland International Consulting Services (ONICS) maintained contact with various 
international organizations and continues to monitor potential opportunities. 


Tourism 


1993 saw a continuation of the MAKE IT YOURS campaign which focused on increasing northern 
Ontario’s share of domestic and international tourism markets. 


Both individually and in partnership with other northern Ontario tourism promoters, Ontario 
Northland Tourism expanded its marketing efforts to include more consumer and trade shows, 
more print advertising and better media relations. 


Despite a favourable response to this promotion, ridership totals for the year were mixed. The Polar 
Bear Express excursion train, the Little Bear mixed train, the Chief Commanda II cruise vessel and 
the Pelee Island ferry service showed increases while the Northlander passenger train, the Chi- 
Cheemaun ferry, Bus Services and norOntair showed declines in traffic. 


Based on these varied results it was decided to refocus our marketing efforts and the last quarter of 
the year was spent developing a more product specific campaign for the 1994 season. 
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Star Transfer 


The Star Transfer trucking division was closed in 1993. In recent years, Star Transfer had suffered 
continued operating losses, unable to contend with the effects of deregulation and increased price 
competition from independent truckers. 


Every effort was made in an attempt to transfer the operation to anew employee-owned corporation. 
However, following independent financial consultation, the employees made a group decision not to 
take on the risk involved in starting up a new venture. 


In April, the trucking operations were discontinued and the division was dissolved. Some 65 
employees either found other employment with Ontario Northland, went on pension, or were laid 
off receiving severance payments. Net assets of the division were disposed of by way of public 
auction except for the buildings and land which were retained by ONTC. 


Auditors Report 


To the Ontario Northland Transportation Commission 
and to the Minister of Northern Development and Mines 


I have audited the consolidated balance sheet of the Ontario Northland Transportation Commission 
as at December 31, 1993 and the consolidated statements of operations and retained earnings, 
contributed surplus and changes in financial position for the year then ended. These financial 
statements are the responsibility of the Commission's management. My responsibility is to express 
an opinion on these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted auditing standards. Those standards 
require that I plan and perform an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well as evaluating 
the overall financial statement presentation. 


In my opinion, these consolidated financial statements present fairly, in all material respects, the 
financial position of the Commission as at December 31, 1993 and the results of its operations and 
the changes in its financial position for the year then ended in accordance with generally accepted 
accounting principles. 


° é ‘ 
i 
Erik Peters, FCA 
Provincial Auditor 


Toronto, Ontario 
March 26, 1994 


Consolidated Balance Sheet 


As at December 31 
(dollars in thousands) 1993 1992 


Assets 


Current Assets 


Cash and short-term investments $ 12,421 $ 6,028 
Accounts receivable 15,948 2153335 
Materials and supplies Oi 9,008 
Prepaid expenses 404 = 
37,894 36,883 

Self-Insurance Fund (Note 1) - Market Value $4,302; (1992 - $3,772) 3,909 3,568 
Investment in Capital Assets (Schedule 1) 235,432 230,779 
Other Assets (Note 2) 5,480 6,366 
$ 282.115 $ 277,596 


Liabilities and Equity 


Current Liabilities 


Accounts payable and accrued charges $ 15,319 $ 12,286 
Deferred revenue 340 149 
Current portion of long-term debt 1,000 1,000 
16,659 13,435 

Provision for Self-Insurance (Note 1) 3,909 3,568 
Long-Term Debt (Note 4) 39,208 40,208 
59,710 Sie 


Commitments and Contingencies (Note 11) 


Province of Ontario Equity 


Contributed surplus 13,603 12,015 
Retained earnings 209,336 208,370 
PPD ihe Bhs, 220,385 

$ 282,715 $ 21 hoe 


On Behalf of the Commission: 
[hex Jokers, 


M.K. Rukavina, Chairman K.J.\Wallace, President and CEO 


The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements 
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Consolidated Statement of Operations and Retained Earnings 


For the year ended December 31 


(dollars in thousands) 1993 1992 
Operating Revenues (Schedule 2) $ 153,289 $ 143,758 
Operating Expenses (Schedule 2) 138,238 133,407 
Operating Income from Continuing Operations 15,051 10,351 
Other Expenses 
General administrative expenses 10,412 9,581 
Retirement incentive (Note 5) 2,446 - 
Social Contract commitment (Note 6) L672 - 
Write-off of interest receivable (Note 7 ) - LOD des 
Investment and other income (1,633) (895) 
Interest expense Pea 160 
13,028 11,074 
Income (Loss) from Continuing Operations 2.023 (723) 
Discontinued Operations (Note 10) 
Loss from operations of discontinued 
Transport/Express Services division CLO57) (2,141) 
Loss on disposal of Transport/Express 
Services division, including provision 
for severance payments to employees - (1,462) 
Total Loss from Discontinued Operations C057) (3,603) 
Net Income (Loss) for the year 966 (4,326) 
Retained Earnings - beginning of year 208,370 212,696 
Retained Earnings - end of year $ 209,336 $ 208,370 


The accompanying sum 


mpeg 


mary of significant accounting policies and notes are an integral part of these consolidated financial statements 


Consolidated Statement of Contributed Surplus 


For the year ended December 31 


(dollars in thousands) 1993 1992 
Balance - beginning of year $ 12,015 $ 11,706 
Add: Rail passenger equipment upgrade 3,300 2,400 
Less: Amortization ae 2,091 
Balance - end of year $ 13,603 $ 12,015 
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The ac De 4 ite oC ; r 
¢ accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 
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Consolidated Statement of Changes in Financial Position 


For the year ended December 31 
(dollars in thousands) 


Operating Activities 
Income (loss) from continuing operations 
Loss from discontinued operations (Note 10) 


Net income (loss) for the year 
Items not affecting cash 
- amortization 


Changes in non-cash working capital balances 
Decrease in accounts receivable 
(Increase) decrease in materials and supplies 
Decrease in prepaid expenses 
Increase in accounts payable and accrued charges 
Increase (decrease) in deferred revenue 


Financing Activities 
Reduction of term bank loan 
Proceeds from Province of Ontario 


Investing Activities 
Investment in capital assets 
Proceeds from sale of capital assets 
Decrease in other assets 


Increase in Cash and Short-Term Investments during the year 
Cash and Short-Term Investments - beginning of year 


Cash and Short-Term Investments - end of year 


The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 
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$ 


$ 


1993 
2,023 
(1,057) 
966 
10,274 
11,240 
5,387 
(113) 
108 
3,033 
19] 
19,846 
(1,000) 
3,300 
2,300 
(18,247) 
1/29 
769 
C5753) 


6,393 


$ 


$ 


1992 
(723) 
(3,603) 
(4,326) 
10,897 
Ooi 
2,198 
960 
199 
671 
(936) 
9,663 
(1,000) 
2,400 
1,400 
(7,360) 
1,142 
649 
(5,569) 
5,494 


534 


6,028 


Consolidated Schedule Of Investment in Capital Assets Schedule 1 


1993 1992 
December 31 Cost Accumulated Net Book Net Book 
(dollars in thousands) Amortization Value Value 
bt eradicate aE ae mee SE Le 
Rail Services 
Roadway SISA $ 47,569 $ 87,848 $. 84.272 
Buildings 34,229 6,763 27,466 34,307 
Equipment 65,107 25.549 39,588 37,169 
Telecommunications 
Equipment 72,991 43,146 29,845 32,789 
Buildings 3,154 968 2,186 2,246 
Air Services 
Aircraft 15,092 13,431 1,661 2,684 
Buildings 1,869 795 1,074 1,168 
Equipment oa UO il 2,071 - - 
Transport/Express Services (Note 10) 
Vehicles - - - 610 
Land and buildings - - - 190 
Equipment - - - 104 
Marine Services (Owen Sound) 
Vessels 2OFT2. VPN lke IS575 14,267 
Land and buildings 126 OZ 94 2) 
Equipment 244 241 3 8 
Bus Services 
Coaches 8,419 3,408 5,011 5,639 
Land and buildings 2,000 Eo 1,987 1,994 
Franchises 298 119 179 208 
Marine Services (North Bay and Moosonee) 
Vessels 921 579 342 370 
Buildings 105 36 69 fe: 
Development 
Land and buildings 6,387 680 a. 107 - 
Equipment 27 26 | - 
Under construction 18,796 - 18,796 12,585 
$ 388,025 $ 152,593 $239,402 $ 230,779 


The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements 


Consolidated Schedule of Operating Revenues and Expenses 


For the year ended December 31 
(dollars in thousands) 


Rail Services 
Sales revenue 


Government reimbursement (Note 8) 


Total revenue 
Expense 


Income from operations 


1995 


Schedule 2 


1992 
$ 47,440 
17,270 


64,710 
64,163 


547 


Telecommunications 
Sales revenue (Note 9) 43,797 44,489 
Expense 33,664 32,647 
Income from operations 10,133 11,842 
Bus Services 
Sales revenue 10,992 11,306 
Expense 11,461 ZO 
Loss from operations (469) (1,620) 
Air Services 
Sales revenue 9,929 11,014 
Government reimbursement (Note 8) S157 3,860 
Total revenue 13,086 14,874 
Expense 14,697 155/58 
Loss from operations (Olt) (884) 
Marine Services (Owen Sound) 
Sales revenue 4,698 4,816 
Government reimbursement (Note 8) 1,100 1,860 
Total revenue 5,798 6,676 
Expense 5,868 6,908 
Loss from operations (70) O32) 
Marine Services (Pelee Island) 
Sales revenue 3,040 2,187 
Expense 2,764 2,534 
Income from operations 276 253 
The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 
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Consolidated Schedule of Operating Revenues and Expenses 


(continued) 


For the year ended December 31 
(dollars in thousands) 


Marine Services (North Bay) 
Sales revenue 
Expense 


Loss from operations 
Marine Services (Moosonee) 
Sales revenue 


Government reimbursement (Note 8) 


Total revenue 
Expense 


Income from operations 
Development (Office Building) 

Sales revenue 

Expense 

Income from operations 
Tourist Facilities (Hannah Bay) 

Sales revenue 

Expense 

(Loss) income from operations 
Total Operations 

Sales revenue 


Government reimbursement (Note 8) 


Operating revenues 
Operating expenses 


Operating income from continuing operations 
Discontinued Operations (Note 10) 
Loss from operations of discontinued 
Transport/Express Services division 
Loss on disposal of Transport/Express 


Services division, including provision 
for severance payments to employees 


Operating Income 


$ 


1993 


(8) 
128,706 
24,583 


155,269 
138,238 


15,051 


(1,057) 


(1,057) 


13,994 


Schedule 2 


1992 


106 
264 


(158) 
85 
110 


195 
134 


61 


882 
a3 


120,658 
23,100 


143,758 
133,407 


10,351 


(2,141) 


(1,462) 


(3,603) 


$ 6,748 


The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 
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Summary of Significant Accounting Policies 


As at December 31, 1993 
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Basis of Accounting 


Materials and Supplies 


Investment in Telesat 
Canada 


Investment in Capital 
Assets and Amortization 


Self-Insurance 
Fund 


Other Assets 


Income Taxes 


Vacation Pay 


These consolidated financial statements are prepared by management in accordance 
with generally accepted accounting principles. They include the accounts of the Com- 
mission and its wholly-owned subsidiaries, Star Transfer Limited, The Owen Sound 
Transportation Company, Limited, Air-Dale Limited and Nipissing Central Railway 
Company. 


With the exception of used rail and bulk diesel fuel, all materials and supplies are 
valued at the most recent price paid. Used rail is shown at unamortized book value 
determined at the time of retirement and bulk diesel fuel is valued at average cost. 
Investment in Telesat Canada is stated at acquisition cost. 

Capital assets are stated at acquisition cost. Amortization is calculated using the straight- 


line method over the estimated service lives of the assets. 


The estimated service lives for principal categories of assets are as follows: 


Roadway - main line and branches 20 to 50 years 
Railway diesel locomotives 25 years 
Railway cars 33 years 
Marine vessels 20 to 30 years 
Buildings 50 years 
Telecommunications equipment 15 years 
Aircraft 10 years 
Vehicles 3 years 
Coaches 12 years 

Bus franchises 10 years 


The Province of Ontario reimburses the Commission for the cost of certain capital 
assets purchased for use in operations designated as non-commercial by the Province. 
The Commission records these assets at their original cost together with an offsetting 
credit to contributed surplus. Annual amortization on these capital assets is recorded 
as a reduction of contributed surplus. 


The self-insurance fund assets are stated at acquisition cost. 


Goodwill is stated at cost and is amortized using the straight-line method over 10 
years. 


As an agency of the Province of Ontario, the Commission is exempt from income 
taxes. This exemption extends to its wholly-owned subsidiaries, and accordingly no 
tax provision is recorded in these financial statements. 


The Commission accounts for vacation entitlement payments on a cash basis. 


Notes to Consolidated Financial Statements 


December 31, 1993 


1. Self-Insurance Fund 
The Commission follows the policy of self-insuring against damages from rolling stock derailments and for 
cargo damage. Annual contributions to the self-insurance fund consist of a $100,000 premuim paid by the 
Commission in addition to investment income earned on fund assets. Fund assets are comprised of investments 
in federal and provincial government bonds. 
2. Other Assets 
Other assets are comprised of the following: 
Be ps 1992 
Investment in Telesat Canada $ - $ 150,000 
Goodwill 797,000 857,000 
Deferred pension charge (Note 3) 4,683,000 5,359,000 
$ 5,480,000 $ 6,366,000 
ESR EEE SPS ES) 
The investment in Telesat Canada, comprised of 15,000 common shares, was sold during the year for proceeds of 
approximately $737,000. The gain on the sale amounting to $587,000 has been recorded in investment income. 
3. Deferred Pension Charge 


The Commission is the trustee for its contributory pension plan which covers all permanent staff. 


The net cost of pension benefits is actuarially determined on the basis of management’s best estimates using the 
projected benefit method pro-rated over the service lives of the employees. The net cost of pension benefits 
includes the amortization over the remaining service lives of the plan members of the initial net pension surplus 
and the 1993 experience gain. Pension plan assets were valued at a market related value based on recognizing 
the difference between book and market values at each year end over a five year period. 


The Commission’s share of the net cost of pension benefits earned by employees during the year was $3,105,000 
(1992 - $3,021,000). In 1993 the Commission funded the amount of $2,429,000 (1992 - $2,373,000). The 
accumulated excess of the funded amount over the net cost of benefits earned is recorded as a deferred pension 
charge which is included in other assets on the balance sheet. 


The actuarial valuation prepared for accounting purposes as at December 31, 1993 disclosed plan assets of 
$264, 155,000 (1992 - $238,202,000) and accrued pension benefits of $244,979,000 (1992 - $234,974,000). This 
valuation assumed an expected rate of return on plan assets of 7-1/2 percent and projected pay increases of 
5-1/2 percent. 


Notes to Consolidated Financial Statements 


December 31, 1993 


4. Long-Term Debt 


Long-term debt is comprised of the following: 


1993 Ns 2 
Loan from Province of Ontario, non-interest bearing 
with no specific terms of repayment. $ 35,208,000 $ 35,208,000 
Term bank loan bearing interest at the bank’s prime 
lending rate and with fixed annual principal repayments 
extending over 3 years 5,000,000 6,000,000 
40,208,000 41,208,000 
Less: current portion 1,000,000 1,000,000 
$ 39,208,000 $ 40,208,000 
LL RT 
Principal repayments due in each of the next three years are as follows: 
1994 $ 1,000,000 
£995 $ 1,000,000 
1996 $ 3,000,000 
$ 5,000,000 


[snc Dineen 
ee en 
5. Retirement Incentive 


In connection with cost saving measures brought about by the provincial social contract, incentives to retire were 
offered to Commission employees. A total of 57 employees have accepted the offer at a cost of $2,446,000. 


6. Social Contract Commitment 


The Commission was affected by the provincial social contract legislation. Under the terms of a sectoral frame- 
work agreement, the Commission is required to pay $2,230,000 annually to the Province of Ontario for 3 years, 
beginning in 1993. This payment will be made to the Province of Ontario at its fiscal year end. The figure 
reflected in the Commission’s financial records represents the obligation for 9 months under this agreement. 


7. Write-off of Interest Receivable 


The Commission had charged the Ministry of Northern Development and Mines for interest in connection with 
the purchase of the ferry vessel Nindawayma in 1989. It had become evident that payments for this interest would 
not be forthcoming and accordingly, they were written off. 


Notes to Financial Statements 


December 31, 1993 


8. Government Reimbursement 
In accordance with a Memorandum of Understanding between the Commission and the Ministry of Northern 
Development and Mines, certain operations of the Commission have been designated as non-commercial. The 
Commission and the Ministry entered into a fixed price contract which defined the amount of compensation 
which the Province of Ontario provided for the year 1993. 
A portion of the operating loss of the weekday passenger train service between North Bay and Toronto is reim- 
bursed by the National Transportation Agency of Canada under Section 270 of the Railway Act. 
Details of Government Reimbursement are as follows: 
1993 1992 
From Province of Ontario: 
Rail - Passenger Service and Moosonee Branch 15,163,000 $ 15,170,000 
Air Services 3,157,000 3,860,000 
Marine Services (Moosonee) 80,000 110,000 
Marine Services (Owen Sound) 1,100,000 1,860,000 
19,500,000 21,000,000 
From National Transportation Agency: 
Current years operations 2,430,000 2,100,000 
Adjustments from prior years 2,653,000 - 
5,083,000 2,100,000 
$ 24,583,000 $ 23,100,000 
Paes ees Satna es beter ot aN eee 
This note should be read in conjunction with Note 6, Social Contract Commitment. 
9. Telecommunications Revenue Agreements 
The Commission has revenue-sharing agreements with Bell Canada and Northern Telephone Limited, subsidiar- 
ies of Bell Canada Enterprises Inc. These revenue-sharing agreements may be terminated by either party after 
giving 180 days and 60 days prior notice, respectively. Approximately 71 percent (1992 - 70 percent) of telecom- 
munications revenue depend on these agreements. 
10. Discontinued Operations 


In December 1992, the Commission implemented a plan to discontinue the Transport/Express Services division 
(Star Transfer Limited). The phase out period extended into the first quarter of 1993. The results of operations 
of this division for the period January 1, 1993 to April 17, 1993 and January 1, 1992 to December 31, 1992 are 
included in Discontinued Operations - Loss from operations of discontinued Transport/Express Services divi- 
sion. Net assets of the division were disposed of by way of public auction except for the buildings and land which 
were retained by the Commission. Net assets of the division were valued at $1,483,000 as at December 31, 1992. 
Sales for the year amounted to $819,000 (1992 - $4,016,000). 


AS Pe ee 26 


Notes to Financial Statements 


December 31, 1993 
eee 


11. Commitments and Contingencies 


Various statements of claim have been issued against the Commission claiming damages. Damages, if any, 
cannot be estimated at this time and in any event the Commission is of the opinion that these claims would be 
unfounded or covered by insurance. Should any loss result, it would be charged to operations when the amount 
is ascertained. 


Se Eee 


12. Government Assistance 


Under an agreement dated February 24, 1992 the Commission is eligible to receive $4,250,000 in loan proceeds 
from the Northern Ontario Heritage Fund Corporation, (The Heritage Fund) to assist with the purchases of 
certain specified capital assets. In accordance with the terms of the agreement, the Commission must lease the 
assets to Algoma Central Railway for a nominal fee of $1 per year. The loan is non interest bearing and may be 
repaid at a mutually agreed date between the Commission and the Heritage Fund by conveyance of the title of the 
assets to the Heritage Fund. As at December 31, 1993 a total of $3,949,000 has been received and has been 
recorded as a reduction to the cost of the capital assets. 
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13. Comparative Figures 


Prior year's figures have been reclassified where necessary to conform to the current year's presentation. 
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Ontario 


The Honourable Henry N.R. Jackman 
O:StJ] BAS UE BAB. 
Lieutenant Governor of the Province of Ontario 


May it please your Honour: 
ik-im ae 


| beg leave to present the 94th annual report of the 


Ontario Northland Transportation Commission for the ~ 


year ending December 31, 1994. 


Respectfully submitted, 


| a 


Chris Hodgson 
Minister of Northern Development and Mines 


< Ontario 
Northland 

The Honourable Chris Hodgson 

Minister of Northern Development and Mines 

Parliament Buildings 

Toronto, Ontario 

Sir: 


=a ¢ 
a 


| beg to submit the annual report for the year 1994 of . 


the Ontario. Northland Transportation Commission, 
and | have the honour to be, Sir, 


Yours faithfully, ie | 


M.K. Rukavina 
Chairman, ONTC 
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‘Commigsioner ~~ 
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Ontario Northland 


Transportation 


Commission 


M. K. Rukavina 
Chairman 
Kapuskasing 


R.W. Carlyle 
Commissioner ~ . 


: - New Liskeard _ 


D.S. Hughes - 
~ Commissioner © 
Cochrane 


° 


_B. Hughson _— 2 
_ Commissioner 
- Chelmsford 


PA, Kélly 3 ee 


Commissioner _ 


North Bay 


L. Marin 
Commissioner 
Timmins § 


’ 


L. Marshall 


2 Commissioner 
North Bay 


; a L. Spottiswood a fete? 
~ Commissioner - 
Foft Frances 


C.C. White 
Commissioner 
Birch Island _ 


The Commission continued its practice of holding every second monthly meeting 
away from the North Bay head office. During the year, meetings were held in Sault- 
Ste. Marie, Englehart, Kirkland,Lake, Rouyn/Noranda, Cochrane, Moosonee / 
Moose Factory and Kapuskasing. At these meetings throughout the service territory, 
informal sessions are held with community and area leaders to develop an 
appreciation and understanding of each others needs, desires and capabilities. 

ey 
In response to a demonstrated need to examine the continuing viability of the — 
organization with decreased dependence upon provincial financial assistance, a 
greater market share of‘potential business and increased efficiency and cost- 
effectiveness, a-restructuring plan for the corporate structure of Ontario Northland 
was developed and the first phase implemented in April 1994. A second Fale gaes 
reaching further oon into the corporation is planned for 1995. 
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A policy was established to concentrate efforts in those fields that Ontario Northland is best at: transportation 

and telecommunications, and to divest itself of some unrelated services. As a result, the Hannah Bay Goose 

Camp was closed after arrangements were completed to transfer it to the Moose Cree First Nation; 

negotiations were undertaken with the City of North Bay to operate the Chief Commanda II cruise ship and a 

coordinating committee was established with stakeholders in the Moosonee and Moose Paclory area to share 
i responsibility for the destination attractions at James Bay. 


A visioning exercise was commenced, ‘scheduled for completion in-1995, to collectively determine where — 
Ontario Northland should be headed in the long range - 5 to 10 years. A group representing the Commission, 
senior management and the Ministry of Northern Development and Mines has been assigned the task of 
arriving ata Supportable vision based on broad consultation. A request for input was forwarded to 374 groups 
representing stakeholders, customers, employees and the general public. 

bans Northland continues to have to cope with declining provincial funding in the operation of the non- 
commercial services mandated by the province (rail passenger,.ferry operation and norOntair services). The: 
funding decrease amounted to 24.4 per cent over the past two years with a further announced decrease of at 
least 4.4 per cent for next year. Provincial finances will no doubt dictate the neéd for still further reductions in 
1996 and beyond. . er 
Our assignment is to reformulate the organization so that it can cope with the challenges of the repaint of 
this decade and into the next century. We are confident that Ontario pono can and will meet all 


expectations. ° ] — 
L z ; 

* o 2 y f 2 
Respectfully submitted on behalf of the Commission, : a. we ye 

> ¥. . 

a3 
* 
—~ : had 

Matt Rukavina ; 
Chair _ be : ies ty sens 4 


President's # .~°  | eee 


Message _- ~_. 


_<s, 


1994 was a difficult year at Ontario Northland as we endeavoured to adapt to the 
direction of the Provincial Government to reduce the costs of providing services. and 
become less reliant.on government funding. A most important initiative in this regard 
was’the April 1st implementation of the first phase of our corporate restructuring. 
The rationale for restructuririg, communicated to all employees in mid-April, 

_ identified six objectives. ». 


ae 


© to be more responsive to customer requirements * ee 
-e to develop a participative management style involving all employees 
© to develop an improved liaison with government — 

*. to be more efficient and effective in providing our various services 

¢ to address the implications of declining government funding 

* to be fair to our employees when addressing the impact of downsizing 


’ 


~ 


e | S Z ; 
lf Ontario Northland is to continue, we must recognize the changing environment pertaining to. publicly owned 


- agencies, along with the ever changing marketplace, be it regulatory and/or competitive changes, and the 


necessity-on our part to adapt to this changing environment to BUSuIC our longer term viability. 


“While we panied a modest profit in 1994, losses continued in several operational areas, particularly in Air and 
“Bus services. Various efforts were made to reduce our losses, such’as closing the Porquis | and lroquois Falls 


; stations, discontinuing the Hannah Bay operation and reducing our involvement with the Chief Commanda II on ~ 


% 


Lake Nipissing. Several initiatives were also implemented to increase utilization and revenue, inctuding an open 
house i in many northern communities with our Northlander train, along with several special! fare promotions, all 


‘inn effort to reverse a eos of declining ridership. be 


+ 


“e 
Negotiations with most of our urlions took place in 1994 and, while successful at the bargaining table with 


the majority of our. employees, we were not as fortunate with the norOntair pilots and Associated Shop 


Unions (ASU). The norOntair pilots, who were negotiating for a first contract; called a strike on May 20th, which 


_ lasted for 37 days before a settlement was reached. With the ASU, efforts to reach a settlement before winter 


_ failed, and the Company was left with little choice and took the unprecedented action of locking out the shop 


consistent pace and Bering ue objectives as listed above are paramount. pen 


employees on November 27th. The lockout lasted 88 days before a settlement was finally concluded in late 
February 1995. This situation was indeed most unfortunate, however, treating all employees on a fair and 


- ¥ 


4 5 


‘in aocing lam alee that we all can and will work together in dealing with the difficult issues and 


‘ challenges that lie ahead because Ontario Monsiang s future is an issue that we all should be concerned about. 


a 


id & 


. 


John Wallace Orie 


President and Chief Executive Officer 


ail Services 


Rail Services provides rail freight 
transportation to northeastern Ontario 
and Rouyn-Noranda, Québec, 
connecting with CN and CP at North ~ 
Bay, the CN at Rouyn-Noranda, and 

the Algoma Central at Hearst. It also 
operates the passenger trains for the 
Passenger Services division. During 
1994, freight car loadings increased 

by more than 3 per cent, primarily in 

the areas of inbound copper ore, outbound Aioie : 


acid and outbound forest products. Total freight car 


revenues experienced a similar increase. 


~ 


In the area of contract work, a two-year locomotive 
truck rebuilding contract for VIA Rail was completed. 
This project, alongwith other smaller projects in the 
Mechanical and Engineering areas, provided a 


significant contribution to Rail Services’ bottom line. 


_ In order to retain our freight carrying capability, a 
three-year program was initiated, which will result in 


the complete rebuilding of.our 98-car, 100-ton 


gondola fleet. 


During 1994, the first of three rebuilt passenger 
locomotives for service on the‘Northlander, was . 
completed. This project, which was carried out by our 
own forces in our own shop, resulted in the 
transformation. of a 40-year-old locomotive shell into 
a virtually new locomotive with a 2050 H.P. engine’ 
and state-of-the-art features, for less than 70 per 


cent of the cost of a new locomotive. 


Work programs by our Track forces renovated 


portions of our main lines and yards, while our 
Structures’ forces carried out facility improvements at 
-f * 


Moosonee and New Liskeard-stations and the bus* 


garage in North Bay. Our Signals forces added an 


additional state-of-the-art hot journal detector site on 


the Kirkland Lake Subdivision, and upgraded the ; je 


technology at some of the other sites. This work, in | 


* conjunction with upgrades on flashing light protection 


at crossings, will enhance the safety of our train 


operations, as well as the travelling public. 


In November of 1994, contract disputes with the 
unions representing our Mechanical Department 


workers, forced the company to lock these Bs 


_employees out. This lockout continued until almost. is 


the end of February 1995 before the dispute was 


settled. Although during this period the Northlander - 


passenger train service had to be cancelled, all 
freight and mixed trains ran as scheduled so-that no 


freight or express customer was inconvenienced. 
» € me 


_ 


> 


Ontario Northland operated three passenger train’ 
services in 1994. The Northlander train ran daily, 
7 except Saturday, between Cochrane and Hs pies 
Douets toa labour dispute, it did not operate alier , 


Be “November 27, 1994. The Little Bear is a mixed train, 


ii 9 


at “passenger and. freight running between Cochrane 


* and Moosonee twice a week darn the Polar Bear 


» Express season and three times per week uae the ; 


@ 


ee 
rest zt the year. The Polar Bear Express is a summer. 
“excursion train, which operated s six days per week 


between Cochrane and Moosonee from June 65 to 


&* 


a] 


| September 6 1994. : hiiutemteg: 


sh Pr 4 Vasa 


% 


“ Northlander ridership continued to decline in 1994. 


é 


Various’ promotional incentives were introduced 


, 


> which were beginning to have a positive impact. In ' 


itis last quarter-of 1994, before the labour dispute, 
Northlander ridership was asia moeteed over 
1993. The Polar Bear Express and Little Bear trains 
Spnieed a ae of 1 per cent and 6 per cent, 


respectively. 


Passenger equipment upgrades and uni-level Car. 
construction continued. These programs will | 
eventually satisfy the short and long-term 
requirements. for all trains and reinforces Ontario 
Northland’ S gL aL to provide upgraded stalo- 


of-the- srt equipment a all of our rail passengers. 


The Hannah Bay Goose Camp, located on the coast 
of James Bay, did not operate in 1994. The camp’s 


assets were turned over to the Moose Cree First 


Nation, conditional on the satisfactory clean up of the 


campsite and the granting of a Land Use Permit by 


the Ministry of Natural Resources: 


The Cochrane Station Inn showed excellent 


patronage, service and bottom line improvements in 


1994. This was the first year that the Inn was under ; 


full operational control of Ontario Northland staff. 


ied ‘ 


é 


elecommunications . | | 


Ontario Northland Telecommunications (ONT) is the “To make Northern’ Ontario a better place to live and 


long distance carrier serving the region of - do business through solutions based on Information 
gv ~ 


northeastern Ontario between North Bay in the South . _ Technology.” 


and Hudson Bay in the North. ONT operates a full ‘ . AS SS 
: Ontario Northland Systems (ONS), 
range of telecommunications . ; ; 
a department of the 
services, including message toll, HEL Sear 
* Telecommunications division, 
1-800, private line voice and data ea i 
; provides consulting services and 
services, mobile radio and some ; 
information technology planning. As 
local telephone service. , . i : 
an IBM business partner, ONS 


In1994, ONT conducted public ~ markets a wide range of computer 


awareness surveys and found that hardware and software solutions. 


less than 10 per cent of customers Working together, ONS and ONT 
knew that ONT is their long distance » provide Ontario Northland with the i 


* 


service provider. As a result, ONT ‘ ability to provide total information 


launched a multi-faceted campaign technology solutions for businesses 


to broaden public awareness and to in Northern Ontario. . 


promote the wide range of services 
‘ The 1994 Telecommunications 


offered. ; 
capital program included a major 


ONT, along with all other 
independent telephone companies, 


is now under federal jurisdiction and 


DMS-10 remote switch in 


j re 
upgrade to the DMS-200 toll switch 


in Timmins, the installation of a 


‘ 


is regulated by the CRTC. Temagami, and the completion ofa 


; new digital microwave radio system 
Technological advances and customer expectations . eel 

te from Timmins to North Bay. The microwave system 
are driving the telecommunications industry toward Ate rea , 

. between Moosonee and Fort Albany on the James 

greater service integration. Recognizing the Kaci’ ; Pa caste 

. Bay coast was also upgraded with voice channel 
escalating importance of information technology, re Shee See at ae 

capacity increased from 120 to 300. es 

ONT has adopted the following as its mission 


statement: 


bi | 
> S ; & : ae ; 
: ates | . 
us Services 
| ON Asa commercial operation, Bus Services continues The charter business experienced a slight decrease 
to strive to attain profitability, while providing an , of 1 5 per cent. The Bus Parcel express business 


a 


_ important transportation service linking northeastern * . increased by an encouraging 8 per cent. 


~ Ontario with southern Ontario. : ia ‘ 
aie iy et (ee Operating expenses increased by approximately. 
4 There was a3 per cent drop in regular ridership in... 4-per cent. A significant contributing factor to this 
a { . it ne ach y : bd ms } ate ‘ 
ue ie 1994, While still a decrease, it represents an, 4 __ increase was an inordinate number of engine failures 


Ss. 
- 


\ 


and overhauls, indicative of an 
aging fleet. Two new buses were 
ordered_for delivery in the spring 


of 1995. 


\ 


The complete route structure 
continues to be reviewed and 


analysed in an effort to further 


* 


improve cost effectiveness and 
attain profitability. Strong 


performance on some of the 


cs 


Cot Ae aL aia ie 8 : major runs helped to offset losses from service to 
improvement over the large’reductions experienced 
tee re fs ; tr) ~~ +, gmaller communities, which depend on Ontario 
_— industry wide in recent years. The ridership shortfall . 


oe ees 1 AO eh ih Northland for regular scheduled service and access — 
had a significant negative impact on revenues and athe 
3 7 ; @ » t 


Ber ris euheyt to the rest of the province. 
_ the bottom line. — 


orOntair 


OT ESS DSRS BE LS SES ES TE 


norOntair continued to provide reliable, safe and After adjustment for the 1993 reduttion in service in 
consistent commercial air service to 17-northeastern northwestern Ontario, there was an overall decline in 
and northwestern Ontario communities. For many passenger boardings of 21 per cent. This can mostly 
smaller communities, norOntair provides the only. be attributed to a suspension of air service due to the 
Anh air link to major centres. strike. Following the strike, ‘ridership began to climb 


again and the fourth quarter showed an increase in 


The airline fleet consists of two Dash-8’s : 
* ridership of approximately 4 per cent over the same 


(37-passenger capacity), five Twin Otters p 


> 


period in 1993. : , 


(18-passenger) and one Navajo (six-passenger), with 
a base of operations located in Sault 
Ste. Marie, The reduction of service to 
northwestern Ontario in 1993 resulted 
ina surplus of one Twin Otter and the 
Navajo. norOntair actively Baie sale 
and/or léase opportunities for thése 
two aircraft and were successful in 


leasing the Navajo for six months. 


The continued deregulation of the 
airline industry tia resulted in an ; 
increase in the number of carriers 
vying for Northern Ontario passengers. 
Such competition. from other carriers is 
prompting norOntair to continuously 


review its operation and schedules. 


Ontario Northland was involved in first 
collective agreement negotiations with 
the pilots ecIenEL nar by the Canadian 
Airline Pilots Association (CALPA). 


This resulted,in a five-week strike 


during the months of May and June. 


arine Services — i 


x : } \ : ~ 


7 


& mh > _ In 1994, Marine Services operated ferries between _ ridership of 12.5 per cent. While there was a 


- Tobertony and South Baymouth on Georgian Bay, to significant bottom line improvement in the operation 


. 


g é ay Pelee ihand on Lake Erie and to Moose Factory of the Chief Commanda Il, recording one of the 


din di Island from Moosonee, as well as a cruise ship § on better yea performances since its introduction 
ia | a } f t . 4 - 
es 4 S 


rk Nipissing. ete into service, the losses Pend unacceptably high. 

| | : : In an effort to improve bs Regaine impact 

on ONTC and to secure the future of this 

_ (Mportant North Bay attraction, the 
Commission had discussions with City of 
Nayth Bay officials in an offen to.arrive ata 
possible joint venture which would see the 


Chief Commanda II remain on Lake 
ra ask % 


Nipissing. 


The Manitou Island H barge/ferry provides a 
In 1994 all of the ferry traific between Tobermory and. _ vital passenger and freight transportation link 


; _ South Baymouth was accommodated with the * between Moosonee and Moose Factory Island. The 


pens i a i ’ ‘ e 


Chi- Cheemaun. ee Nindawayma remained docked aging ehgines of this vessel again caused some 


at Owen Souhd tot the entire season BOO. unreliability in service in 1994. 
‘opportunities were realized my leasing the, posse It 

The Pelee Island ferry service on Lake Erie, linking * . 

wil be kept out of service until traffic levels increase 

“ia - Kingsville and Leamington with Pelee Island and 

SNA ~ sufficiently to justify such an expansion of capacity. : : 

ah GRO a Sal ‘ Sandusky, Ohio includes the M.V. Pelee {slanter, the 


oe 
~ 


ie 7 he ferry operation between Tobermory and South MV. Upper Canada, ahd the new rpll-on roll-off ferry, 
_ Baymouth showed aff encouraging 4 per cent » the M.V. Jiimaan. Reserved asa back- ree the Upper 
increase in boardings' in 1994. This was indicative te Canada did not apenas in 1994. It was leased to the 
;  aeeolering economy and a province-wide increase Beausoleil First Nations for operation between * 
in general tourism activity... . f: ip ae Christian Island on Geotaian Bay and the mainland. 
an os anes era ae . The overall increase in ridership in the Pelee Island 


The Lake Nipissing cruise ship, the Chief Commanda vi ; 
Re Ure Cs service was animpressive 30 percent 

1 pa ney eA yl a “ me 4 2 nwo : D 
Il, had an’overall increase in regular and charter 


mevelopment ) , ne . 


The sale of the CN “Excluded Lands” in Hearst and — Building/Bus Terminal improved significantly with the 
Cochrane to the business tenant occupants was an addition of the Ministry of Northern Development and 
active and successful Mines and the Ministry of 
component of property Community and Social S 
management functions in- Services offices in the fall. 
1994. Other surplus Lease revenues from the » 
properties along our rental of space in the former t 


mainlines were also sold. Star Transfer warehouses 


increased during the year. | 
Many of the leases : a 


e rs ‘ 


inherited from CN along the Northline, as well as our = Work commenced on the development of a Property 


own renewals, were updated during the year. Management System and the identification of surplus 


properties throughout the whole system. 


The rental situation in the Kirkland Lake Office e ; 


orporate Affairs and Planning _ 


¢ s 


r) 


In April, as part of the restructuring, the Corporate The ‘Sorbarieed Communications and Public Affairs ; 
Affairs ane Patrik arene was introduced, with group introduced the monthly newsletter, ON News, 
responsibilities for Corporate Planning, Property - i and was actively engaged in dealing with the media - 
Management, and Public Affairs. during the two labour disruptions. Public Affairs staff 


also acted in a coordinating function with different 
Corporate Planning activities included development i f . 
a es y marketing groups, and handled communications’ with 
of the Five-year Corporate Plan, Capital Plans for 
' government agencies. 
Commercial and Non-Commercial operations, and ' 


. 


opinion surveys of stakeholders, public, and . Corporate advertising, displays at Consumer anes: 
customers. a ? Trade Shows, and coordination of various Public 


‘ Relations activities continued to be a priority. — 
Property Management activities were as reported ; 3 ; 


above under Development. 


‘ 


Be i ae ey 


“The focus on product related ‘marketing and 


* is 


_ advertising was expanded slat ute the first three 


remaining functions of the Tourism division were 


_added to the Public Affairs mandate. : 


"months of ihe: year and at the end Of aM ‘ 


nue “ 


ae - March, ths Tourism division was 


¥ 


its “olosed as part ofa corporate 
- restructuring: Re basins ewan ee 


A that time, responsibilty for the as 
_ administration of marketing and 


_ acvertsing was returned to the 


‘various operating aroun and the eae 
@ S 
a 
f v 
i SAE OM an LE Nhe a 
I . 
i 4! ~\ ° > 
‘ 
j ) a 
/ i 
RY ; . . 
4 » 
ehhh, ie es 
% Aye ; ; & 
‘ ‘ a & 
nat ol 5 
1 m y ry 
} % j 
. i c 
P ’ 
" 1 ; 
y ¥ 
raf 3 i * 4 
~*% ? h pi , 
4) - F ‘s md 
- 4 hs 
{ Ayu 
e m ‘ M 
Raga 4 ; » 
‘ ‘ ¢ 
} 
x nthe Wak i i 
Ved ‘ ¢ ei } ‘ 
, 
i \ v ' \ f 
y ¢ ’ * 
¥ } r 
Ga , - A 
i \ hhh ‘ 
G f, iy ae 
f a » 
; LYagt iy 
By } i 4 t , 
.« j 
3 ‘ { . n ‘ * 4 
; . } ; 4 
d 
al t} 5 
t \ » 
‘ 
\ ay Y 
7 ; ‘ “ ‘ 
i ‘ N 
4, Mt 4 
| F \ = e 
, ie. % 
Ee e. é & 
ys es 
i ‘ a 
‘ ‘ 
. a 2 os 
‘ ~ 
: ‘ a ‘ a7 
Hi Ne 
Mie Pa cen 3 rx 
~~} ; : ; ‘ 
t . 
: Re : 
; ‘ ie * i , 


“ee 


Auditors’ ; oe OG ca ara Soh 
Report | co ANS Pe gece 


4 
To the Ontario Northland Transportation Commission 
and to the Minister of Northern Development and Mines 


| have audited the consolidated balance sheet of the Ontario Northland Transportation Commission as at 
December 31, 1994 and the consolidated statements of operations and retained earnings, contributed surplus 
and changes:in financial position for the year then ended. These financial statements are the responsibility of 
the Commission’s management. My responsibility is to express ‘an opinion on these financial statements based 
on my audit. - ; ; . : 


+ 


| conducted my audit in accordance with generally accepted auditing standatds. Those standards require that | 
plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures 
in the financial statements. An audit also includes assessing the accounting principles used and significant, 
estimates made by management, as well as evaluating the ovata financial statement presentation. . 

ms Me mts ¢ 
In my opinion, these consolidated financial statements present fairly, in all material respects, the financial 
position of the Commission as at December 31, 1994 and the results of its operations and the changes in its 
financial position for the year then ended in accordance with generallysaccepted accounting panees 


’ 
we 


hw £ wl ; e : 
K.W Leishman, CA : } 
_Assistant Provincial Auditor 


Toronto, Ontario % $, 
March 17,1995 4 


“Consolidated 
Balance Sheet . 


! 


- (dolar in thousands) - Bi eae We. thas ile 
A M pceenner 31 ante SEA ge < 1994 4993. 
Assets . BN BOR SE Sy Bastar 
Ai Ee Re ROC CO MN EM Leas artes ot ve 
Current Assets. : aie: wae ‘ ER eRe | . 
~ Cash arid short- -term investments | fen 3G 10,729 $. 12,421 
Accounts receivable | Reena hn etliny 20,571 15,948 
is Materials: and supplies 3 “Aer | 9,850 9,424 
_ Prepaid expenses m eh so 3 298: 404° 
| : 41,448 37,894 
. Eee ce Fund (Note 1) - Market value $3,045; a 993 - $4,302) . SAASY SG: 3,909 
“Investment in Capital Assets (Schedule 1) (Note 10) TIC 999 361 235,432 
Oh Assets vee ay i ae P ! 6,692 5,480 
| oye $ 280,644 $ 282,715 
"Liabilities and Equity | 
Peueat Liabitities - Bhs ah : 
Barer Accounts payable and accrued charges pee as 15,799 | $ 15,319 
ee’ Deferred revenue ss inicio 2283. 340 
pote ‘Current portion of long-termdebt - = 1,000 1,000 
| Os Maney ; Le ‘ ‘ * 2 
‘ é 475032 16,659 
hi Provision for Seltinsurance (Note yy, i uate a} sae f 3,143 3,909 
_ Long-Term Dent (Note Aye , 38,208 39,208 
: ‘ 58,383 2 59,776 
_ Commitments, and Contingencies (Note 9) ; _* 
ft < ie \ \ 
"Province of Ontario Equity ‘ a : 
Contributed surplus 11,893 13,603 
Mpa earnings fica fen , re ‘ i : 210,368 209,336 
ee WRN g Be eben ie ) Sed 222,261 _ 222,939 


280,644 


‘ : M. K. Rukavina, Chairman 


=) mJ 


282,715 


Consolidated Statement of ; 
Operations and Retained Earnings 


a 


(dollars in thousands). 


For the year ended December 31 Cray yet Fae sakes 1993 
Operating Revenues (Schedule 2) | mee $ 149,554 Gig LS16T7 4 
Operating Expenses (Schedule 2) ; ; (140,754 138,238 
Operating Income from Continuing Operations ; 8,800 . 13,379 . 
Other Expenses . by 
General administrative expenses : 8,441 10,412 
Retirement incentive (Note 5) ‘ . - 2,446 
Investment and other income : - (749) sx (4,633) 
Interest expense ; rye ST oe 
’ fs TES, - 
7,768 er cen ites 
income from Continuing Operations. iit A Ose! ave ’ 2,028, 
Discontinued Operations (Note 8) SL aM has fared Hi : 
Loss from operations of discontinued » a 
Transport/Express Services division ches (1,057) 
Net Income for the year aes #1032 ‘ , | 966 | 
Retained Earnings - beginning of year | 209,336 © 208,370 
Retained Earnings - end of year . $ 210,368 $ 209,336 


7 : “ . 


 S 


* 
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The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 
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| Less: Amortization 


The accompanying summary of signifi cant accounting poloes aad notes are an ‘integra 


eh bet ¢ 
‘ ri ‘ 


part of these consolidated financial statements. 
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Consolidated Statement of. Bb } 


® e ® ® e - = 
Changes in Financial Position | Nome. 7 
2 oe 
(dollars in thousands) : : | 
For the year ended December 31 ; 3 ae 1994 fa 1993 
. SRG Pr Ga GE Ee ES SE LLL SS ie Le = Lae Oe ace * 5 
Operating Activities nai rats pe Ra 
Income from continuing Sparatots ‘ ‘ $ 1,0327 $ 2,023 
Loss.from discontinued operations (Note 8) - : (1,057) 
Net income for the year : ¢ Pie 4 OS20 Uae . 966 : 


Items not affecting cash 4 
- amortization : 41,222 10,274 


} 


12,254 - 11,240 
A af tid 
Changes in non-cash working capital balances hg : 
(Increase) decrease in accounts receivable . *~ (4,623) ex) SF 
(Increase) in materials and supplies can: (729) aes (113) 
Decrease in prepaid expenses , , . HOB. ~ 108 
Increase in accounts payable and accrued charges 480 3,033 
(Decrease) increase in deferred revenue by OZ walt ant94 
. L,oOM use . 19,846 
Financing Activities Fite ’ Ret ee 
Reduction of term bank loan a iy 21,000). a are ‘ (1,000) 
Proceeds from Province of Ontario ; i c 3,300 
¢ 2 MERGE GROFaT TGP INES LPR ANTES oe 
‘ (1,000) ny BOO 
at 
x 
Investing Activities sites 
Investment in capital assets. (7,822) (18,247) 
Proceeds from sale of capital assets Pia ee AN 1,079 ; 41,%25 
Increase (decrease) in other assets ' al ett a aoa ; 769. 
_ (8,073) ~ » (15,753) 
(Decrease) Increase in Cash and Short-Term hes? wie 
investments during the year . - (1,692) e 6,393 
Cash and Short-Term Investments - beginning of year 12,421 » 6,028 
Cash and Short-Term Investments - end of year : $ 10,729 |. $ 12,421 
% 
4 
" ® 
; e 
‘ y. ‘ , 
’ tr ; 
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The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. — 
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* Consolidated Schedule Of CP lai 


Investment i in Capital Assets a Schedule 1 


CR SOA RPG ag , i 1994 he 14993 
Hon ; PPMOCEINDER OT (rw) Me) gis Ate HOOSt Accumulated ~ _ Net Book Net Book 
_(dollarsinthousands) ghee ig Amorization - Majue . Value 
To he Sein Co ee ee eee 
_ Rail Services | Pe ere 3 by i Hig ea Cen pa Paras 
- Roadway Bibi $ 135,814 $49,950 $ 85,864 $ 87,848 
Buildings ri 34,229 ea fa eee : 26,737 27,466 
\ hy a ME Ny area oa 62667. 26,595 SONG 36,072 Weasiemersts! 
_Telecommunications ; tai ah alee : ‘ . 
Equipment 79,947 46,634 A ias1o eS 529'8A5 
| paulengs is a 3,185 , 1,044 94141 os D186 
Rie Services. As | ) Raia ae | 
ewer Alroranty, ous UPR is ae BB, 0M2 14,453 | Pate ee OO as 1,661 
Buildings Rig) B69 ee Bag) OBR ial O74 
Parent. ee . OA Pane OF Lak - - 
WM ee th a‘ ‘ ne Wy 
"Marine Services (Qwen Sound) lark : ae Ae ; hae 
an Vessdis 00) hte an7 72,4 40%. 7,889 42,8884 13,575 
ou eo Vand and buildings hainen 126 34 oe OA 
i. ~~ Equipment”. F 244 241 3 é 3 
Mie he, G , ¢ : 
Ulery aaaiel gs Ripa h ‘ dake pe 
Pere es nee Tt ua pass ZBO4 2 A B72 4,092 7 B,011 
is Land and buildings oe 2,000": Legh OIC pel OB T ; 1,987 
Ce ee _ Franchises AG beuaiien ° 28 2149 149 : 179 
rs s ‘ ’ me S 
Dtarinie Services y ; : 
(North Bay and Moosonee), . ia | ; ae gS A eee 
ee m Vessels Bont gad 614 | S07 oe. 342 
HS) ve Buildings Oe ae SOROS ERIM SRM RCTS cnn eit 66 69 
 beeclsnnient ihe Seen We a 
Pe as Land:and buildings” . BO, TOR «in SDM ORE NS aR 5,973 5,707 
Pe eno EGUIpMeNt) iyo eo) SMe on 18 | Ne ae, Sirtlyen 1 
5«»,Under construction, << - 18,067" - 18,067 - 18,796 
Fie ORNs Cl an eT N $ e02,076'° $162,715. 3 $ 229,361 $ 235,432 
‘ or 
ae . 
. ; * R i 
a e, ‘ ua 
4 Re 3 
S eve 


ik The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 


wh 
* 


ae 4 et i - : i : : i 
: i Ae Re ea Spin! \ é “ 
nap ba ine we : : 
: ‘ RS Ue area trang ae tly cy i ; 
ma : ‘ \ ae ry » par ’ : 


Consolidated Schedule of Operating s 


* 


Revenues and Expenses Schedule 2 


(dollars in thousands) 


For the year ended December 31 1994 < 1998 
Rail Services * 3 ae - 
Sales revenue A GAMO aise $ (paer 
Government reimbursement (Note 6) 13,671 te ~ 18,574 
Total revenue Re ee pet he ae | 74,101 
Expense _ . ait 72,049 - 68,969 
Income from operations 1,694 . ; 5,132 


= 


Telecommunications 


° ¥ ¢ - 
Sales revenue (Note 7) 43,786 . - 43,797 
Expense’ 33,981 33,664 . 
Income from operations | i 9805.0). 10,133 
Bus Services ay, ; : 
Sales revenue i ; 10,564: 10,992 
Expense f be “7, 14,698 ~ 11,461 
(Loss) from operations oa, oa (1,134) (469) . 
Air Services H ; Y ’ sae 
Sales revenue : 7,928 ae Ray . 9,929. 
Government vaimbursonient (Note 6) Aine 3,550 : Oy AGF 
"Total revenue — 11,478 ne 13,086 
Expense e, te: | Meir isis 14,697 
(Loss) from operations (1,977) : (1,611) 


Marine Services (Owen Sound) iste 
Sales revenue ba Ne . 4,804 | - 4. , 4,698 


Government reimbursement (Note 8) ory 1,100 1,100 
Total revenue "I ; 5,904 5798," 
Expense | | 5,549 ¢ 5,868 
Income (Loss) from operations ee ¢ ih BOS pil ie.’ (70) ‘ 
4 : TT on, NLA OA CY At, OA oui the ot ae ea De ee 


Marine Services (Pelee Island) 


Sales revenue yas i f ; Siaee 3,040 
, Expense ; S020ie 2,764 


Income from operations tan 302 | af IGS. 


: ‘ : 
The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 
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_ Revenues and Expenses aie (continued) 


; - (ola in thousands) on 


te 


; For the year ended December i i ) 1994 ta. 1098 
“Marine Services (North Bay) ; ene 
Cites . Sales revenue ation fe ; Meri O98 : 110 
DOR ig EXONS SB Ely 2005. 0 Rome | : 340 | 282 , 
vee NO OB; ur Naty : ; NG ae Abe 5 0 h s 
(hess) con puertens a eet bene Fi : (108) (172) 
"Marine Services (Moosonee) yin RO Agia : ean te "i jie : 
_ Sales revenue pea ste Niele ig . | Venn, WAN Gls 107 
Sa Government reimbursement ote 2) a ea | 8 ae 80 
Talal revenue | pais ve oo waka aca nyy e650) hes 187 
“ Expense are Ware | Hayek 142 132 
Re: ingome from ‘operations ! eae 55 
“Development (Office Building) ati A oy ; . 
- Salesrevenue hi ‘ ahs 3 365 . 506. 
: Poe ter ier ee! oe Hoe Spar 393 
- (Loss) Income from operations ‘ie a oe (147) ‘ 113 | 
ae i ya “ke 
"Tourist Facilities (Hannah Bay) | Oa ee ; 
ee . Sales revenue ie ah ie i's ave aie | P “ 
PU MENOBN ES, chi S oh Mas ) 8 . ase) 
ie - (Loss) from operations ieee nica Bio : (Byal (8) 
“Total Operations ot ee : 
Sales revenue ; a os 131,183 128,706 
Government reimbursement (Note. 8) a Hoa tah vane Rede Shido UC RO aR PS re CS 
fone  Opeiatny revenues Prac ety fhe ay Teun te 149,554. 151,617 
cg te ppaiated Pree Teepe fant en ARO To 5 Sie 225) 138,238, 
"Operating Income 4 aa ae : $ 8,800 $ 13,379 
ite 4 ¥ 
‘ * b Vp a <i 
i %, f ’ wv 
oh, vir t 


. ise, Se The accompanying summary of significant accounting policies and notes are an integral part of these-consolidated financial statements. 
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- Consolidated Schedule of Operating - Schedule 2 


¢ 


a 


Ps) 


Summ of Si ificant 
Summary 0 Signifi 


December 31, 1994 | te a. 4 


Basis of Accounting These consolidated financial statements are prepared by management in 
accordance with generally accepted accounting principles. They include the 
accounts of the Commission and its wholly-owned subsidiaries, Star Transfer 
Limited, The Owen Sound Transportation Company, Limited, Air-Date Limited and 


Nipissing Central Railway Company. “ » 
Materials and supplies With the exception of used rail and bulk diesel fuel, all materials. and supplies are 
; valued at thé most recent price paid. Used rail is shown at unamortized book 
value determined at the time of retirement and bulk diesel fuel is valued at - 
average cost. . ws 
Investment in Capital Capital assets are stated at acquisition cost. Amortization is calculated using the 
Assets and Amortization _ straight-line method over the estimated service lives “ the assets. n 
« « The estimated service ives for principal categories of assets are as follows: i, 
Roadway - main line and branches ~ * 20 to 50 years 
Railway diesel locomotives Sits 25 years 
a Railway cars : 33 years 
Marine vessels ¢ 20 to 30 years 
Buildings | aes 50 years 
Telecommunications Pauie pon ’ ae »15 years 
Aircraft ; _ 10 years 
Vehicles - 8 years 
Coaches Re “i M2 years. <) 
: Bus franchises ~ ° bo AO Viger in sie 


| ‘ 


assets purchased for use in operations designated as non-commercial by the 
Province. The Commission records these assets at their original cost together 

f with an offsetting credit to contributed surplus. Annual amortization on these 
capital assets is recorded as a reduction of contributed surplus. - 


Self-Insurance Fund The sell-insurelice fund assets are stated at acquisition cost. © Dek, A, 
Other Assets « .*Goodwill is stated at cost and is amortized using the taal -line method over 

~ 10 years. 
Income Taxes As an agency of the Province of Ontario, the Commission is exempt from income fi 


- taxes. This exemption extends to its wholly-owned subsidiaries, and ACCOTGINDY 
no tax provision is recorded in these financial acy peers 


\ . 
. 


Vacation Pay . The Commission accounts for iacauen entitlement payments on acash basis. ; 


The Province of Ontario reimburses the Commission for the cost of certain capital 


o 


= 


“s ‘Notes to: » Consolidated 
Financial Statements > 


~ 


December 31, 1994 ie : Rates 


re _SelFInsurance Fund — 

yey The Commission follows the policy of self-insuring for damages from rolling stock derailments and for 

_ cargo damage. Annual contributions.to the self-insurance fund consist of a $100,000 premium paid by the 

_ Commission in addition to investment income earned on fund assets. Due to larger than anticipated 
disbursements from the fund in 1994 resulting from several rail derailments, the Pens eD approved an 
increase in ‘the premium pd in 1994 to $1, 200, 000. 


Bee gn) Hs. ; iE ~- 


. “Other Assets 


“Othet assets are comprised of the following: 


as a is ae ae Alpe - 4994. | 1993 
Goede oe 3 "3 679,000 - $ 797,000 
Oe pension charge (Note: 3) : Se gine * 6,013,000: 4,683,000 

eee att BB 602000 ‘ $ 5,480,000 


on = poe 4 ae - . SES AOS I ES DREGE 


oe 3 < _ Deferred Pension charge 


The Commission is the trustee for its contributory pension plan which covers all permanent staff. 

“The net cost ot pension penétis | is “actuarially deiecninad: on.the basis of management’ s best estimates 

_ using the projected benefit method pro-rated over the service lives of the employees. The net cost of 
pension benefits includes the amortization over the remaining service lives of the plan members of the 
initial ‘net pension surplus and the 1994 experience gain. Pension plan assets were valued at a market 

: related value based on recognizing the difference between book and market values-at each year end over 
ae five yen period. 


2 


“the Comission’ s share of he. net cost of pension benefits banned by employees during the year was 
“$1, 058, 000 qq 993 - $3, 105,000). In 1994 the Commission funded the amount of $2,388,000 (1993 - 
Ege: 429 ,000). The accumulated excess of the funded amount over the net cost of benefits earned is 
“recorded as a deferred plank charge which is included in other assets on the balance sheet. 


: “the schiaral valuation prepared for srcounting purposes as at December 31, 1994 disclosed plan assets 
~ af $278,840,000 (1993 - $264, 155,000) and accrued pension benefits of.$253,040,000 (1993 - 

— $244, 979 ,000). This valuation assumed an aie rate of return on plan assets of 7-1/2 Be and 
pected ell increases of 5- S) /2 percent. ° 


ah 


~@ 


Notes to Consolidated eee ee | 
Financial Statements ox : 


December 31, 1994 . “4 


4 Long-Term Debt “- 


Long-term debt is comprised of the following: 


; 4 
; 1994 Fi 1993 
Loan from Province of Ontario, non-interest bearing, Pr nielnee 
with no specific terms of repayment: $ 35,208,000 $ 35,208,000 


’ 


Term bank loan bearing interest at.the hahivearine 


lending rate ‘and with fixed annual principal repayments +. 
extending oyer 2 years ae so . 2 6,000;000- is 5,000,000 
< ; SSS a Ee 
4 3 39,208,000 40,208,000 
Less: current portion ake 4,000,000. -« 1,000,000 
ves eRe A aS a ‘ cee 
_$ 38,208,000. $ 39,208,000 
% - : 
Principal repayments due in each of the » ‘ 
next two years are as follows: __ 5 Hoe : ‘ 
1995. ere os $ 1,000,000 
1996 ; Bat 3,000,000 


$ 4,000,000 


> e 


. ® 
5 Retirement Incentive 
A 


In connection with cost saving measures brought about by the provincial social contract, incentives to retire 
were offered to Commission employees in 1993. A total of 57 employees neve accepted the offer ata cost 
of $2,446,000. He ie 


* 


6 Government Reimbursement 


ry e : 

* In accordance with a Memorandum of Understanding between the Commission and the Ministry of 
Northern Development and Mines, certain operations of the Commission have been designated as non- 
commercial. The Commission and the Ministry entered into a fixed price contract which defined the amount 
of compensation which the Province of Ontario provided for the year 1994. | 


. aa ‘Notes to Gonrolidates - | : 
_ Financial Statements _ rere oc Oe 
Ses 3 ne ‘ eS Pee eT : 


6: Government Reimbursement (continued) ; eee : ee 


Ba at portion of the operating loss of the weekday passenger train service between North Bay and Toronto is 
ap a ae _feimbursed. Su ie National Transportation Benes of Canada oo Section 270 of the peey Act. 


“Details of Government Reimbursement are as follows: - 
. He | . : Son titel a ate #1994 .- 1993: 
| From Province of Ontario: ithe 3 se : 

. “Rail - 1 besssicer Sones: and ‘Moosonee. Branch $ 10,614,000 $ 13,497,000 
Ra Air Services inde ag : 3,550,000. 3,157,000 
1a ea Rae _ Marine Services (Moosonee)’ ee #87, 50, 000 “ . 80,000 
Bee Marine Services (Qwen Sound) » : 1,100,000 - 1,100,000 
| oe Pe A a atone Sree 15,314,000 17,828,000 

3 le Naina Far srcnation Agency: . : cect es ane 
% Cuirent years operations’ i _ 2;544,000. » 2,430,000 
a | Adjustments from Bier years cater i a BIS 000 . 2,653,000 
; ee a eee a ee 3,057,000 __* 5,083,000 
ae Se i ae a ee * $18,371,000 $ 22,911,000 

‘i i 3 py eegemurtegtions Hevente Agreements Chee. Lye oo 


if 


“The Commission has. revenue- sharing agreements with Bell Canada and Northern Téléphone Limited, 
subsidiaries of Bell Canada Enterprises Inc. These revenue-sharing agreements may be terminated by 

_ either party after. giving 180 days and 60 days prior notice, respectively. iiss wie ste 67 percent (1993 - 
feo is J percent) of telecommunications reVenue depend on these AM oleliees 
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Notes to Gonsolidated 
Financial Statements . 


December 31, 1994 


8 Discontinued Operations 


In December 1992, the Commission implemented a plan to discontinue the Transport/Express Services 
division (Star Transfer Limited). The phase out period extended into the second quarter of 1993. The 
resulfs of operations of this division for the period January 1, 1993 to April 17, 1993 are included in 
Discontinued Operations - Loss from operations of diScontinued Transport/Express Services division. Net 
assets of the division were disposed of by way of public auction except for the buildings and land which 
were retained by the Commission. Net assets of the division were valued at $1,483,000 as at December 
31, 1992. Sales for 1993 amounted to $819,000. 


9 Commitments and Contingencies . : : 


Various statements of claim have been issued against the Commission claiming damages. Damages, if 
any, cannot be estimated at this time and in any event the Commission is of the opinion that these claims 
would-be unfounded or covered by insurance. ee any loss result, it would be charged to operations 
when the amount is SSCS 


ae ; 


10 Government Assistance : -= 


Under an agreement dated February 24,1992 the Commission is eligible to receive $4,250,000 in loan 
proceeds from the Northern Ontario Heritage Fund Corporation, (The Heritage Fund) to assist-with the 
purchases of certain specified capital assets. In accordance with the terms of the agreement, the 
Commission must lease the assets to Algoma Central Railway for a nominal fee of $1 per year. The loan is 
non interest bearing and may be repaid at a mutually agreed date between the Commission and the 
Heritage Fund by conveyance of the'title of the assets to the Heritage Fund. As at December 31, 1993 a 

' total of $3,966,000 has been received and has been recorded as a a reduction to the cost of the capital ~ 


assets. 
® 


11. Comparative Figures 


Prior year’s figures Have been reclassified where necessary to conform to the current year’s presentation. 
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we Ontario Northland 


The 95th Annual Report 

of the Ontario Northland Transportation Commission 
for thé*year ending 

December 31, 1995 


Ontario 


Province of Ontario 


_ Honourable Mike Harris 


Premier 


Honourable Chris Hodgson 
Minister of Northern Development and Mines 


ARSE 
4 


Ontario 


The Honourable Henry N.R. Jackman 
OSTUs BAL BLBe LIED: 
Lieutenant Governor of the Province of Ontario 


May it please your Honour: 
| beg leave to present the 95th annual report of the 
Ontario Northland Transportation Commission for the 


year ending December 31, 1995. 


Respectfully submitted, 


Chris Hodgson 
Minister of Northern Development and Mines 


<< Ontario 
Northland 

The Honourable Chris Hodgson 

Minister of Northern Development and Mines 


Parliament Buildings 
Toronto, Ontario 


Sir. 
| beg to submit the annual report for the year 1995 of 
the Ontario Northland Transportation Commission, 


and | have the honour to be, Sir, 


Yours faithfully, 


WA hea re er ee 


M.K. Rukavina 
Chair, ONTC 
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Ontario Northland 
Transportation 
Commission 


M.K. Rukavina 
Chair ¢ Kapuskasing 


R.W. Carlyle 
Commissioner ¢ New Liskeard 


D.S. Hughes 
Commissioner * Cochrane 


B. Hughson 
Commissioner * Chelmsford 


P.A. Kelly 
Commissioner * North Bay 


L. Marin 
Commissioner ¢ Timmins 


L. Marshall 
Commissioner * North Bay 


P. Nakogee 
Commissioner * Moosonee 


W.L. Spottiswood 
Commissioner ¢ Fort Frances 


B.E. Stevens 
Commissioner * North Bay 


C.C. White 
Commissioner ¢ Birch Island 


Chair’s Message 


The Commission again held many of its meetings away from North Bay to provide an opportunity for 
dialogue with stakeholders, customers and community leaders. Elliot Lake, Sudbury, Manitoulin 
Island, Timmins and Moosonee/Moose Factory were included in the 1995 schedule. 


The visioning exercise was completed and tabled with the Minister. This recognizes: (a) ONTC will 
have to partner with communities and other businesses in the future rather than act alone in new 
ventures, (b) provincial funding for non-commercial services will continue to decrease, and (c) a 
priority list was established for possible curtailment of such services. 


This year the focus has been on improved efficiency and making the ONTC less dependent on 
Government funding. As part of this focus, it was decided it was not necessary to continue the 
norOntair operation. 


The telecommunications division was renamed O.N.Tel for easier public recognition, following 
deregulation of the industry and federal jurisdiction. Positive earnings by O.N.Tel compensate for 
current losses from some other Ontario Northland services, thereby maximizing benefits to Northern 
Ontario. O.N.Tel’s policy of matching rates and service features with Bell Canada in southern 
Ontario keeps Northerners from being disadvantaged by geography or low population density. 


A presentation made before the House of Commons Standing Committee on Transportation 
requested continued federal funding of the Northlander under the proposed Canada Transportation 
Act, which makes no provision for maintaining rail passenger services.. Federal funding assurance 
is a paramount factor in the preservation of the Northlander service. 


In pursuing new business opportunities, Ontario Northland, with the concurrence of the ministry, is 
an active partner in the Rail*Cycle*North consortium promoting the rail haul of Metro Toronto solid 
waste to the Adams Mine site near Kirkland Lake. 


We anticipate the Ontario government, finalizing a new mandate for ONTC that will be less 
constricting and have a clearly defined role in development, including partnering with the private 
sector. 


Respectfully submitted on behalf of the Commission. 


jf reir Eadie 


M. K. Rukavina, Chair 


President’s Message 


1995 started with an unprecedented labour disruption and ended with a major restructuring of 
Ontario Northlana’s operations. The election of a new Government changed the direction of ONTC 
in several ways, requiring a new look at how we do business in a rapidly changing economic 
environment. 

_ The intiatives undertaken last year have become even more important to the future of Ontario 
Northland. Further restructuring and downsizing, preferably through attrition, will be a necessity if 
Ontario Northland is to return to financially viable operation. 

Some other significant factors will have an effect on our future, including; 


@ Metro Toronto's decision on disposal of solid waste could provide the rail freight revenue needed 
to restore viability to that service 


@ new Canada Transportation Act eliminates passenger train subsidies 
@ bus deregulation in Ontario, scheduled for Jan. 1, 1998 

® continued pressure by our customers to reduce freight rates 

@ expansion on Internet service demands 


@ a need for innovative marketing efforts in both freight and passenger rail service, including 
intermodal opportunities 


Effective transportation and communications services are vital to the economic well-being of 
Northern Ontario. It will be our responsibility in the coming months to ensure Ontario Northland is 
equal to the challenge. 


K. J.{Wallaee, President and CEO 


Principal Officers 


K.J. Wallace 
President & CEO 


S.G. Carmichael 
Vice-President 
Finance and Administration 


R.S. Hutton ~ 

Vice-President 
Telecommunications Services 
(January - October) 


Vice-President 
O.N. Tel 
(October - December) 


E. Marasco 
Vice-President 
Passenger Services 


K.J. Moorehead 
Vice-President 
Rail Services 


T. O'Connell 
Counsel 


Bus Services 


Description Highlights 
@ scheduled service between Toronto and northeastern Ontario via © ridership declined by approximately 8% in 1995, resulting in a loss 
North Bay and Sudbury as far north as Hearst of $283,000, a marked improvement from 1994's loss of 
$1,134,000 


@ charter and tour services are provided throughout North America 


© a full review of the operation was undertaken in an effort to reduce 
@ BPX (Bus Parcel Express) is handled on the scheduled service costs and increase operating efficiencies 


® scheduled services were discontinued on the Sault Ste. Marie, 
Wawa and Timmins route and between Toronto and Orillia 


© 5new buses, all equipped with wheelchair lifts, were added to the 
fleet and 12 older buses were sold, reducing fleet size from 42 to 35 


® in conjunction with other major intercity carriers, efforts were made 
Kirkland Lake to prepare for deregulation of the industry 


Seat Huntsville 


Bracebridge, 
Gravenhurst 


Corporate Services 


Description 


@ Human Resources provides a wide range of services including 
benefits and worker compensation, training and development, and 
labour relations 


@ Purchasing handles all buying, inventory management and control 
functions 


@ Finance includes a wide range of functions such as payroll, 
accounts payable and receivable, budgets, audits, etc. 


@ Corporate Computer Services Group is responsible for systems 
development and computer processing 


@ Corporate Affairs and Planning is responsible for corporate planning, 
property management, communications and public affairs 


@ Legal Services handles all legal matters including insurance and 
licencing, document preparation and litigation 


Factory i 
i 
oe * ; ®Cochrane 

a ® 

4 Rouyn- 

¥ Timmins @Neranda 
: Kirkland Lake 

© Englehart 


2) North Bay 
ae 


Pelee Island * 
Sandusky 


Highlights 


© acontract settlement was reached with the Associated Shopcraft 
Unions after a three-month lockout 


® a comprehensive management consultation program and new 
training initiatives were undertaken to introduce the concept of a 
more involved workforce 


© the new point-of-sale automated ticketing system for the various 
stations and agencies was activated 


® an automated inventory, purchasing and requisition system was 
implemented 


© a property management system was introduced to ensure the 
effective management of all ONTC land and buildings, surplus to 
Operating requirements 


® again of nearly $1 million was realized on the sale of surplus 
property, including lands acquired from CN with the purchase of 
the rail line between Cochrane and Hearst 


Marine Services 


Description 


@ ONTC's subsidiary, the Owen Sound Transportation Company, 
provides provincially mandated ferry services to Manitoulin Island 
and Moosonee, as well as operating the Pelee Island ferry service 
under contract for the Ministry of Transportation 


@ Manitoulin Island - the M.V. Chi-Cheemaun (capacity 143 vehicles 
and 638 passengers) provides ferry service between Tobermory at 
the tip of the Bruce Peninsula and South Baymouth on Manitoulin 
Island. The M.V. Nindawayma remains out of service due to 
continued reductions in ridership 


@ Moosonee - barge ferry service, using the vessel Manitou Island Il, 
operates between Moosonee and Moose Factory Island from 
breakup to freezeup 


@ Pelee Island - the M.V. Jiimaan (capacity 40 vehicles and 400 
passengers) and the M.V. Pelee Islander (capacity 14 vehicles and 
268 passengers) provide a ferry service connecting Kingsville and 
Leamington, Ontario with Pelee Island and Sandusky, Ohio 
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Highlights 4 
® the City of North Bay took over operation of the Chief : 
Commanda II continuing the sightseeing cruises on Lake Nipissing — 
and the French River 3 

® the Chi-Cheemaun had a slight decrease in ridership, but 


reductions in operating costs resulted in a positive net contribution 


1 
© the Nindawayma was tendered for a bareboat charter late inthe 
year 


9 

® new engines were purchased for the Manitou II, but due to late j 
delivery, will not be installed until 1996 ; 

© the Pelee Island ferry service continued to be a smooth operation, 
providing a $300,000 contribution to ONTC's bottom line and = 
showing a 1% traffic increase s 


_ Description 


@ provided scheduled air service throughout Northern Ontario with a 
Dash 8 service linking Hearst, Kapuskasing, Timmins, North Bay, 
Sudbury, Sault Ste. Marie, Thunder Bay, Fort Frances and 
Winnipeg and a Twin Otter connector service to Chapleau, Earlton 

Elliot Lake, Geraldton, Gore Bay, Hornepayne, Kirkland Lake, and 
Wawa 


’ 


@ airline fleet consisted of two Dash 8's (37-passenger), five Twin 
Otters (18-passenger), and one Navajo (6-passenger) 


Highlights 
® 70,000 passengers were carried in 1995 


© the year's operating loss was $1,880,000, after government 
reimbursement of $4,060,000 


® Piper Navajo aircraft was sold in October 


® in November 1995 norOntair was removed from ONTC’s list of 
provincially mandated services 


® it was announced that norOntair would cease operations in 
March 1996, saving the ONTC at least $4 million annually in 
operating losses 


Rail Freight Services 


Description 


@ provides rail freight transportation to and from northeastern Ontario 
and northwestern Quebec on 700 miles of track with rail 
connections to CN and CP at North Bay, CN at Rouyn-Noranda 
and ACRI at Hearst 


@ major industrial customers comprise 90% of freight traffic 


@ North Bay shops carry out contract work for rolling stock rebuilds, 
coaches, locomotives, etc. 


* Station 


— Rail ~~ ~ 
ye 


-- Other Railways 


Fraserdale 


Cochrane 
* Iroquois Falls 


Calstock 


NL 


Highlights 


® handled approximately 41,500 carload shipments, generating 
$43,322,000 in revenue 


® uninterrupted rail freight transportation continued despite a three- 
month lockout of Mechanical department employees (Associated 
Shopcraft Unions), which began in November 1994 


® placed in service and fully utilized the concentrate loading ramp at 
Rouyn-Noranda, which was constructed specifically to attract new 
business 


® the second of three locomotives being rebuilt by Ontario Northland 
shop employees at North Bay was completed for use on the 
Northlander 


© main line work programs were completed, including the — 
replacement of 9 miles of rail and 47,000 crossties to maintain a 
safe and efficient track structure 


® work continued on the rebuilding of the 98-car fleet of 100-ton 
gondola cars, the most highly utilized of our freight equipment 


® anew loading ramp was built at Cochrane to improve service for 
our customers in Moosonee 


Rail Passenger Services 


Description 


@ Northlander - a daily, except Saturday, service between Cochrane 
and Toronto with bus connections to Hearst and Timmins 


@ Little Bear Train - mixed train connection between Cochrane and 
Moosonee with thrice-weekly service from September to June and 
twice-weekly service during July and August 


@ Polar Bear Express - a tourist excursion train between Cochrane 
and Moosonee operating daily, except Friday, for 10 weeks 
ending on Labour Day weekend 


@ other services include the Cochrane Station Inn, a 23-room hotel: 
the Cochrane Station restaurant; 8 bus/rail stations; the North Bay 
Station's Whistle Stop Restaurant and the Toronto Sales Office 


11 


Highlights 


© ridership on the Northlander totalled 42,485, an increase of 31% 
over 1994, even though it did not operate in January and February 
due to the labour dispute 


® the Little Bear carried a total of 20,430 passengers, an increase of 
6.7% over the previous year 


® a total of 17,105 passengers rode the Polar Bear Express, an 
improvement of 4% over 1994 totals 


® the Cochrane Station Inn maintained an occupancy rate of 64% 
and positive bottom-line results 


Rail 


® — Station 
Moosonee 


| === Bus Connection 


Ca Se aD Cochrane 
coe aee ® Iroquois Falls 


Timmins ®---#* Matheson 


Englehart 


North Bay 


¢ 


Toronto 


Telecommunications avsetial 


Description 


@ interexchange telecommunications carrier in northeastern Ontario, 
providing a full range of long distance services 


@ provides local services to the areas of Moosonee/Moose Factory, 
Temagami and Marten River 


@ markets a complete range of datacommunications and networking 
products and services including one-stop shopping for turnkey, 
total solutions through its knowledge of telecommunications and 
computer systems 


@ through its business alliance with IBM, the Systems group supports 
a wide spectrum of mid-range computer hardware and software 
applications and provides IT (information technology) consulting 
services solutions 


@ delivers CBC program audio/video services to northeastern 
Ontario and provides private mobile services primarily for large 
utilities 


Peawanuck® © 7 


Moosonee # : 
te Moose Factory 


Hearst 
: * Cochrane 


Kapuskasing * |roquois Falls 


Timmins # 


g Rees Temagami * 
~TZ “ww oe i * North Bay 


Highlights 


long distance message volumes grew by over 8.5% in 1995 witha 
2.4% growth in revenues, while data related services revenues 
increased by more than 13% 


local telephone customers numbered 3,200 by year end, up 4.5% 
from the previous year 


introduced ONLink, a full featured Internet Service Provider, in May 


introduced the division's new name "O.N. Tel" in October with an 
award-winning campaign entitled "Thank You" 


a new form of settlement (CAT - carrier access tariff) was 
established with Northern Telephone Ltd. 


continued fibre optic installations north to Moosonee and west to 
Hearst as part of the long-term plan to establish a fully digital, fibre 
optic network 


more than 20,000 (up 185% from 1994) residential and business 
customers received volume discount and rewards in excess of 
$2.1 million in 1995 through their subscription to our long distance 
savings packages 
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Auditors’ Report 


To the Ontario Northland Transportation Commission and to the 
Minister of Northern Development and Mines 


| have audited the consolidated balance sheet of Ontario Northland 
Transportation Commission as at December 31, 1995 and the 
consolidated statements of operations and retained earnings, 
contributed surplus and changes in financial position for the year then 
ended. These financial statements are the responsibility of the 
Commission’s management. My responsibility is to express an opinion 
on these financial statements based on my audit. 


| conducted my audit in accordance with generally accepted auditing 
standards. Those standards require that | plan and perform an audit 
to obtain reasonable assurance whether the financial statements are 
free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as 
well as evaluating the overall financial statement presentation. 


In my opinion, these consolidated financial statements present fairly, in 
all material respects, the financial position of the Commission as at 
December 31, 1995 and the results of its operations and the changes 
in its financial position for the year then ended in accordance with 
generally accepted accounting principles. 


PIN i arte 


K.W. Leishman, CA 
Assistant Provincial Auditor 


Toronto, Ontario 
March 29, 1996 
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Ontario Northland Transportation Commission 


Consolidated Balance Sheet 
(dollars in thousands) 


December 31 1995 1994 
Assets 
Current Assets 
Cash and short-term investments $ 9,289 $ 10,729 
Accounts receivable 22,618 20,571 
Inventory 9,078 9,850 
Prepaid expenses 441 298 
41,426 41,448 
Self-Insurance Fund (Note 1) - Market value $4,258; (1994 - $3,045) 4,000 3,143 
Investment in Capital Assets (Schedule 1) (Notes 8 and 11) 231,322 229,361 
Other Assets (Note 2) 7,548 6,692 


$ 284,296 = $ 280,644 


Liabilities and Equity 


Current Liabilities 


Accounts payable and accrued charges $ 15,362 $ 15,799 

Deferred revenue 318 233 

Current portion of long-term debt (Note 4) Ae Le ssl OM) 

19,680 17,032 

Provision for Self-Insurance (Note 1) 4,000 3,143 
Long-Term Debt (Note 4) % 35,208 oa 38,208 
58,888 58,383 


Commitments and Contingencies (Note 9) 


Province of Ontario Equity 


Contributed surplus 12,674 11,893 
Retained earnings i 212,734 : ; 210,368 
225,408 222,261 


$ 284,296 $ 280,644 


On Behalf of the Commission: 


M. K. Rukavina, Chair K. J.{Wallace, President and CEO 


The accompanying summary of significant accounting policies and notes are an integral part of these consolidated finangial statements. 
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Ontario Northland Transportation Commission 


Consolidated Statement of Operations and Retained Earnings 
(dollars in thousands) 


For the year ended December 31 (aT a eel 1995 1994 
Operating Revenues (Schedule 2) $ 140,302 $ 138,076 
Operating Expenses (Schedule 2) Fed 127,117 ; 124,181 
Operating Income from Continuing Operations ik: 13,185 | f 13,895 _ 
Other Expenses . 

Amortization (Schedule 2) 10,523 10,412 

Inventory write-off (Note 5) 2,071 - 

Investment and other income (2,870 ) (749 ) 

Interest expense (Schedule 2) 387 463 

(Gain) loss on sale of capital assets (Schedule 2) (2,125 ) 760 

7,986 10,886 

Income from Continuing Operations iso 5,199 3,009 
Discontinued Operations (Note 8) 

Loss from operations of discontinued Air Services division (1,880 ) (1,977) 

Loss on disposal of Air Services division, including 

provision for severance payments to employees (953 ) 

Loss from Discontinued Operations (2,833 ) (1,977) 
Net Income for the year 2,366 1,032 
Retained Earnings - beginning of year 210,368 | 209,336 
Retained Earnings - end of year $ 212,734 $ 


The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 
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210,368 


For the year ended December 31 


Ontario Northland Transportation Commission 
Consolidated Statement of Contributed Surplus 
(dollars in thousands) 


7 aK 1995 ee 1994 
Balance - beginning of year $ 11,893 $ 13,603 
Add: Rail passenger equipment upgrade 1,786 
Less: Amortization 1,005 1,710 
Balance - end of year $ 12,674 $ 11,893 


The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 
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Ontario Northland Transportation Commission 


Consolidated Statement of Changes in Financial Position 
(dollars in thousands) 


For the year ended December 31 Ty bod Ad a ie = ot cam 1995 - 1994 
Operating Activities 
Income from continuing operations $ 5,199 $ 3,009 
Loss from discontinued operations (Note 8) ~ (2,833 ae: ; (1,977) 
Net income for the year 2,366 1,032 
Items not affecting cash 
- amortization (Note 8) 10,723 10,462 
- (gain) loss on sale of capital assets : : (2,125 ) 760 
10,964 12,254 
Changes in non-cash working capital balances 
Increase in accounts receivable (2,047 ) (4,623 ) 
Decrease (increase) in inventory 772 (729 ) 
(Increase) decrease in prepaid expenses (143 ) 106 
(Decrease) increase in accounts payable and accrued charges (437 ) 480 
Increase (decrease) in deferred revenue 85 (107) 
9,194 7,381 
Financing Activities 
Reduction of term bank loan - (1,000) 
Proceeds from Province of Ontario 1,786 - 
1,786 (1,000 ) 
Investing Activities 2 ee . 
Investment in capital assets (15,684 ) (7,822 ) 
Proceeds from sale of capital assets 4,389 1,079 
Increase in other assets (1,125 ) (1,330 ) 
(12,420 ) (8,073 ) 
Decrease Cash and Short-Term Investments during the year (1,440 ) (1,692 ) 
Cash and Short-Term Investments - beginning of year 10,729 12,421 
Cash and Short-Term Investments - end of year $ 9,289 $ 10,729 


The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 
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Ontario Northland Transportation Commission 
Consolidated Schedule of Investment in Capital Assets 
Schedule 1 


(dollars in thousands) 


December 31 1995 1994 
Cost Accumulated Net Book Net Book 
i E 4 ; Amortization Value Value 
Rail Services 
Roadway $ 136,367 $+ ‘52,509 $ 83,858 $ 85,864 
Buildings 34,716 8,223 26,493 26,737 
Equipment 68,202 27,107 40,495 36,072 
Under Construction 13,584 - 13,584 16,898 
Telecommunications 
Equipment - 81,278 50,208 31,070 33,313 
Buildings 3,185 1,120 2,065 2,141 
Under Construction 6,873 - 6,873 1,030 
Marine Services (Owen Sound) 
Vessels 20,772 8,580 12,192 12,883 
Land and buildings 126 36 90 92 
Equipment 244 241 3 3 
Bus Services 
Coaches 8,702 3,633 5,069 4092 
Land and buildings 2,000 29 1,975 1,981 
Franchises 298 179 119 149 
Under Construction 149 - 149 139 
Marine Services (North Bay and Moosonee) 
Vessels 921 650 271 307 
Buildings ' 105 42 63 66 
Under Construction 38 - 38 - 
Development : 
Land and buildings 6,792 952 5,840 5,973 
Equipment 12 12 : 1 
Air Services 
Aircraft 14,356 14,236 120 639 
Buildings 1,869 982 ~ 887 981 
Equipment 2,071 2,071 - . 
Under Construction 68 : 68 


$ 402,728 $ 171,406 $ 231,322 $ 229,361 


The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 
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For the year ended December 31 


Rail Services 
Sales revenue 
Government reimbursement (Note 6) 
Operating revenue 
Operating expense 
Operating Income from continuing operations 
Amortization 
(Gain) loss on sale of capital assets 
Income from operations 


Telecommunications 
Sales revenue (Note 7) 
Operating expense 
Operating Income from continuing operations 
Amortization 
Gain on sale of capital assets 
Income from operations 


Bus Services 
Sales revenue 
Operating expense 
Operating Income from continuing operations 
Amortization 
Interest expense 
(Gain) loss on sale of capital assets 
Loss from operations ’ 


Marine Services (Owen Sound) 
Sales revenue 
Government reimbursement (Note 6) 
Operating revenue 
Operating expense 
Operating Income from continuing operations 
Amortization 
Income from operations 


Marine Services (Pelee Island) 
Sales revenue 
Operating expense 
Income from operations 


Marine Services (North Bay) 
Sales revenue 
Operating expense 
Operating Loss from continuing operations 
Amortization 
Loss from operations 


The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 


Ontario Northland Transportation Commission 
Consolidated Schedule of Operating Revenues and Expenses 


Schedule 2 


(dollars in thousands) 


1995 1994 
$ 58,519 $ 60,072 
15,291 13,671 
73,810 73,743 
68,862 _ 66,211 
4,948 7,532 
5,131 5,079 
(2,026 ) 759 
1,843 1,694 
46,313 43,786 
31,789) 30,535 
14,524 13,251 
3,718 3,453 
> Estes Te i 
10,812 9,805 
10,284 10,564 
9,552 10,437 
732 127 
760 916 
348 337 
: = B88) Pat 
(283 ) (1,134) 
4,787 4,804 
1,150 Caer, 
5,937 5,904 
5365 5,188 
572 716 
362 361 
z 210 _ 355 
3,446 3,322 
3,146 3,020 
300 302 
; 232 
55 320 
(55) (88) 
20 20 
(75) (108) © 
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Ontario Northland Transportation Commission 
Consolidated Schedule of Operating Revenues and Expenses 
Schedule 2 (continued) 


~ (dollars in thousands) 
For the year ended December 31 1995 1994 
Marine Services (Moosonee) 
Sales revenue $ 108 $ 110 
Government reimbursement (Note 6) ee BO 50 
Operating revenue 158 35 100. 
Operating expense 132 141 
Operating Income from continuing operations 26 19 
Amortization Aes ORAS hess a6 (8 
Income from operations ie atee ee = 18: 
Development (Office Building) 
Sales revenue 354 365 
Operating expense L No? ee ten 324 
Operating Income from continuing operations 59 41 
Amortization 133 138 
Interest expense ERS SDs 5 "7005 
Loss from operations _ (74) (147) 
Tourist Facilities (Hannah Bay) 
Sales revenue : 
Operating expense es Wait ee eS 
Loss from operations ‘ ies <8) 
Administration 
Sales revenue Zs : 
‘ Operating expense 7,921 7,997. 
Operating Loss from continuing operations (7,921 ) (7,997 ) 
Amortization 398 444 
Interest expense celts ees 76 
Loss from operations (8,358) (8,517) 
- Total Operations 
Sales revenue 123,811 123,255 
Government reimbursement (Note 6) ey GAOT th B21 
Operating revenue 140,302 138,076 
Operating expense epee coe en Veen _ 124,181 
Operating Income from continuing operations 13,185 13,895 
Amortization 10,523 10,412 
Interest expense 387 463 
(Gain) Loss on sale of capital assets (2,125 ) _ 760 
_ Income from Operations S 4400 $ 2,260 


— 


a a ee eee ee te ee fe ee en en ee eee 


‘ 


The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 
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December 31, 1995 


Basis of Accounting 


Revenue Recognition 


Materials and supplies 


Investment in Capital Assets and Amortization 


Ontario Northland Transportation Commission 
Summary of Significant Accounting Policies 


These consolidated financial statements are prepared by management in accordance with generally 
accepted accounting principles. They include the accounts of the Commission and its wholly-owned 
subsidiaries, Star Transfer Limited, The Owen Sound Transportation Company, Limited, Air-Dale 
Limited and Nipissing Central Railway Company. 


Transportation revenues are generally recognized on completion of movements, with interline 
movements being treated as complete when the shipment is turned over to the connecting carrier. 
Revenues from other sources are recognized when earned, with the exception of federal government 
reimbursements. Reimbursements upon audit verification of yearly losses are recorded on a cash 
basis. Advance payments made prior to final determination of losses are recorded on an accrual 
basis. 


With the exception of used rail and bulk diesel fuel, all materials and supplies are valued at the most 
recent price paid. Used rail is shown at unamortized book value determined at the time of retirement 
and bulk diesel fuel is valued at average cost. 


Capital assets are stated at acquisition cost. Amortization is calculated using the straight-line method 
over the estimated service lives of the assets. 


The estimated service lives for principal categories of assets are as follows: 


Roadway - main line and branches 20 to 50 years 
Railway diesel locomotives 25 years 
Railway cars 33 years 
Marine vessels 20 to 30 years 
Buildings 50 years 
Telecommunications equipment 15 years 
Aircraft 10 years 
Vehicles 3 years 
Coaches 12 years 

Bus franchises 10 years 


The Province of Ontario reimburses the Commission for the cost of certain capital assets purchased 
for use in operations designated as non-commercial by the Province. The Commission records these 
assets at their original cost together with an offsetting credit to contributed surplus. Annual 
amortization on these capital assets is recorded as a reduction of contributed surplus. 
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Ontario Northland Transportation Commission 
Summary of Significant Accounting Policies (continued) 


December 31, 1995 


Self-Insurance Fund The self-insurance fund assets are stated at acquisition cost. 
Other Assets Goodwill is stated at cost and is amortized using the Straight-line method over 10 years. 
Income Taxes As an agency of the Province of Ontario, the Commission is exempt from income taxes. This 


exemption extends to its wholly-owned subsidiaries, and accordingly no tax provision is recorded in 
these financial statements. 
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Ontario Northland Transportation Commission 
Notes to Consolidated Financial Statements 


December 31, 1995 


1 


Self-Insurance Fund 


The Commission follows the policy of self-insuring for damages from rolling stock derailments and for cargo damage. Annual contributions to the self-insurance 
fund consist of a $100,000 premium paid by the Commission in addition to investment income earned on fund assets. Due to larger than anticipated disbursements 
from the fund in 1994 resulting from several rail derailments, the Commission approved an increase in the premium paid in 1995 to $518,000 (1994 - $1,200,000). 
Fund assets are comprised of investments in federal and provincial government bonds. 


Other Assets 


Other assets are comprised of the following: 


1995 1994 
Goodwill $ 410,000 $ 679,000 
Deferred pension charge (Note 3) ! 7,138,000 4 6,013,000 


$ 7,548,000 $ 6,692,000 


Deferred Pension Charge 
The Commission is the trustee for its contributory pension plan which covers all permanent staff. 


The net cost of pension benefits is actuarially determinéd on the basis of management's best estimates using the projected benefit method pro-rated over the 
service lives of the employees. The net cost of pension benefits includes the amortization over the remaining service lives of the plan members of the initial net 


pension surplus and the 1995 experience gain. Pension plan assets were valued at a market related value based on recognizing the difference between book and 
market values at each year end over a five year period. 


The Commission's share of the net cost of pension benefits earned by employees during the year was $1,325,000 (1994 - $1,058,000). In 1995 the Commission 
funded the amount of $2,450,000 (1994 - $2,388,000). The accumulated excess of the funded amount over the net cost of benefits earned is recorded as a 
deferred pension charge which is included in other assets on the balance sheet. 


The actuarial valuation prepared for accounting purposes as at December 31, 1995 disclosed plan assets of $296,600,000 (1994 - $278,840,000) and accrued 


pension benefits of $268,423,000 (1994 - $253,040,000). This valuation assumed an expected rate of return on plan assets of 6-1/2 percent and projected pay 
increases of 4-1/2 percent. 


24 


Ontario Northland Transportation Commission 
Notes to Consolidated Financial Statements 


December 31, 1995 


4 Long-Term Debt 
Long-term debt is comprised of the following: 
~ 4 BI895 1994 
Loan from Province of Ontario, non-interest bearing with no specific terms of repayment. $ 35,208,000 $ 35,208,000 
Term bank loan bearing interest at the bank’s prime lending rate and with fixed annual principal repayments, 4,000,000 4,000,000 
39,208,000 39,208,000 
Less: current portion 4,000,000 1,000,000 
$ 35,208,000 $ 38,208,000 
Principal repayment due next year is as follows: 
1996 $ 4,000,000 
5 _ Inventory Write-Off 
In 1995 work ceased on a capital project which had originally called for the re-manufacture of 20 used commuter cars along with associated auxiliary power units. 
In connection with the early termination of this project, $2,071,000 of inventory purchased specifically for the re-manufacture of cars has been declared surplus and 
is accordingly being written off. Should any gain result on the disposition of this inventory, it will be charged to operations when the sale occurs. 
6 Government Reimbursement 


In accordance with a Memorandum of Understanding between the Commission and the Ministry of Northern Development and Mines, certain operations of the 
Commission have been designated as non-commercial. The Commission and the Ministry entered into a fixed price contract which defined the amount of 
compensation which the Province of Ontario provided for the year 1995. On November 30, 1995, the provincial government announced in its Fiscal and Economic 
Statement, a plan to reduce reimbursements to the Commission. Reductions are expected to amount to $7,000,000 and $4,000,000 in 1996 and 1997, 
respectively. 
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Ontario Northland Transportation Commission 
Notes to Consolidated Financial Statements 


December 31, 1995 


6 Government Reimbursement (continued) 


A portion of the operating loss of the weekday passenger train service between North Bay and Toronto is reimbursed by the National Transportation Agency of 
Canada under Section 270 of the Railway Act. The federal government has announced its intention to revoke the Railway Act and replace it with the Canada 
Transportation Act. Negotiations between the Commission and Transport Canada, which will fix the amount and nature of reimbursement under the act, are 
expected to conclude in 1996. 


Details of Government Reimbursement are as follows: 


1995 1994 
From Province of Ontario: 
Rail - Passenger Service and Moosonee Branch $ 9,910,000 $ 10,614,000 
Marine Services (Moosonee) 50,000 50,000 
Marine Services (Owen Sound) 1,150,000 1,100,000 
11,110,000 11,764,000 
From National Transportation Agency: 
Current year’s operations 2,757,000 2,044,000 
Adjustments from prior years 2,624,000 513,000 
5,381,000 3,057,000 
16,491,000 14,821,000 
Discontinued Operations 
(Province of Ontario - Air Services) 4,060,000 3,550,000 


$ 20,551,000 $ 18,371,000 
7 Telecommunications Revenue Agreements 
The Commission has revenue-sharing agreements with Bell Canada and Northern Telephone Limited, subsidiaries of Bell Canada Enterprises Inc. These revenue- 


sharing agreements may be terminated by either party after giving 180 days and 60 days prior notice, respectively. Approximately 66 percent (1994 - 67 percent) of 
telecommunications revenue depend on these agreements. 
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Ontario Northland Transportation Commission 
Notes to Consolidated Financial Statements 


December 31, 1995 


8 


Discontinued Operations 


In December 1995, the Commission implemented a plan to discontinue the Air Services division (norOntair). The phase out period will extend into the second 
quarter of 1996. The results of operations of this division for the period January 1, 1995 to December 31, 1995 and January 1, 1994 to December 31, 1994 are 
included in Discontinued Operations - Loss from operations of discontinued Air Services division. Net assets of the division will be disposed of by way of public 
tender. As of the statement date, a successful bid has been accepted in the amount of $13.6 million. Assets of the division were valued at $1 ,007,000 as at 
December 31, 1995 with a net book value of Nil when offset against related contributed Surplus. Included in the loss from the Air Services division is $200,000 
(1994 - $50,000) in amortization for the year. Sales for 1995 amounted to $9,100,000 (1994 - $7,928,000). Government reimbursement for the year amounted to 
$4,060,000 (1994 - $3,550,000). 


- Commitments and Contingencies 


Litigation 


The Commission was named as a defendant in a claim. In January 1996, the Commission paid damages of $9.1 million as specified in the December 1995 court 
ruling in favour of the plaintiff. Subsequent to making the payment the Commission was successful in reaching a settlement with specified conditions with the 
Province of Ontario and a full reimbursement was obtained. Depending on future cash flow available from other sources, some or all of the $9.1 million may have 
to be repaid. 


Various other statements of claim have been issued against the Commission claiming damages. Damages, if any, cannot be estimated at this time and in any event 
the Commission is of the opinion that these claims would be unfounded or covered by insurance. Should any loss result, it would be charged to operations when 
the amount is ascertained. 
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Subsequent Event 


In connection with impending changes to government reimbursements and as a response to the general economic climate, incentives to retire were extended to a 
number of the Commission’s employees in January of 1996. To date, a total of 136 employees have accepted the offer at an estimated cost of $4,300,000 which 
will be reflected in the accounts during the 1996 fiscal period. 
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Government Assistance 


_ Under an agreement dated February 24, 1992 the Commission became eligible to receive $4,250,000 in loan proceeds from the Northern Ontario Heritage Fund 


Corporation, (The Heritage Fund) to assist with the purchases of certain specified capital assets. In accordance with the terms of the agreement, the Commission 
leased the assets to Algoma Central Railway for a nominal fee of $1 per year. The loan is non interest bearing and may be repaid at a mutually agreed date 
between the Commission and the Heritage Fund by conveyance of the title of the assets to the Heritage Fund. As at December 31, 1995 a total of $4,151,000 has 


p12 


been received and has been recorded as a reduction to the cost ofthe capital assets. a OAL 


Comparative Figures 


Prior year’s figures have been reclassified where necessary to conform to the current year’s presentation. 
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Ontario Northland Transportation Commission 
Statement of Employees Paid in Excess of $100,000 


For the year ended December 31, 1995 


Taxable 

Name Position Salary Benefits 

K.J. Wallace President & CEO $ 139,205 $ 10,493 
K.J. Moorehead Vice President - Rail Services 115,033 1,130 
R.S. Hutton Vice President - Telecommunications 108,758 1,130 
E. Marasco Vice President - Passenger Services 102,881 1,026 


Prepared under the Public Sector Salary Disclosure Act 1996. 
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ANNUAL REPORT 


22 Ontario Northland 


1996 ANNUAL REPORT 


he Ontario Northland Transportation Commission 

(ONTC) was established in 1902 to develop the 

Temiskaming and Northern Ontario Railway. From 
its initial mandate of constructing a 110-mile rail line 
between North Bay and the Tri-Town area, ONTC’s mandate 
has been expanded over the years to meet the needs of 
Northern Ontario businesses and residential communities. 
Headquartered in North Bay, ONTC provides a variety of 
transportation and telecommunications services with 


approximately 1,060 full-time staff. 


ONTC, a Schedule Two Agency of the Province of Ontario, 
is a development agency which promotes sustainable 
economic growth in Northern Ontario. ONTC develops and 
operates transportation and communication links across the 
area, and delivers services including those mandated by the 
Province. The company’s purpose is to ensure that 
Northern Ontario’s transportation and telecommunications 
infrastructure is competitive, creating an attractive and 
modern region where businesses and communities can 


grow and prosper. 


Operating primarily in northeastern Ontario, ONTC’s non- 
commercial (mandated) services include the Little Bear and 
Polar Bear Express (freight and passenger rail service 
between Cochrane and Moosonee), the Chi-Cheemaun 
(ferry service between the Bruce Peninsula and Manitoulin 
Island), and the Manitou Island II (barge/ferry service 
between Moosonee and Moose Factory Island). The 
company also operates the Northlander (passenger rail 
service between Cochrane and Toronto). Commercial 
services include rail freight, bus passenger service, O.N. Tel 
and the Pelee Island ferry service (operated under contract 


for the Ministry of Transportation). 


Each of the services is examined in greater detail, including 


yearly highlights, on the following pages. 
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22 Ontario Northland 


The 96th Annual Report 
of the Ontario Northland Transportation Commission 
for the year ending 


December 31, 1996 


@) 


Ontario 
Province of Ontario 


Honourable Mike Harris 


Premier 


Honourable Chris Hodgson 


Minister of Northern Development and Mines 


—" 


Ontario 


The Honourable Hillary Weston 


Lieutenant Governor of the Province of Ontario 
May it please your Honour: 


| beg leave to present the 96th annual report of the Ontario Northland Transportation Commission 


for the year ending December 31, 1996. 


Respectfully submitted, 


Chris “i hoffe — 


Minister of Northern Development and Mines 


Po Ontario 
Northland 
The Honourable Chris Hodgson 
Minister of Northern Development and Mines 


Parliament Buildings 


Toronto, Ontario 
Sir: 


| beg to submit the annual report for the year 1996 of the Ontario Northland Transportation Commission, 


and | have the honour to be, Sir, 


Yours faithfully, 


Vier (ae 
M. K. Rukavina 


Chair, ONTC 


MESSAGE FROM 
THE COMMISSION CHAIR 


The year saw the appointment of eight new members to the ten-person Commission in July. 
The government stressed the business and corporate background of the appointees, in order 
to guide Ontario Northland through a period where cost effectiveness and “bottom-line” will 


determine the future of ONTC. 


After 25 years of providing safe and reliable service to communities in Northern Ontario, 


norOntair operated its last flight on March 29th of this year. Initially started as a 


demonstration project, norOntair had fulfilled its mandate and it was decided that private 


sector carriers could readily step in and meet the air service needs of the various communities. 


A modified interim replacement service was put in place for those communities left without private sector service 
and subsequently a two-year partnership arrangement was developed between ONTC and those communities, with 


the latter to determine the type of transportation service they seek at a cost that is affordable. 


The government requested that the Commission develop a multi-year business plan that will demonstrate the 
organization’s capability for long-term viability. This project has occupied the efforts of a number of employees 
representing a cross-section of the corporation, the majority of Commission members’ time and the services of a 


consulting firm. A government decision on the plan is expected in 1997. 


1997 will be a crucial year in shaping both the future of Ontario Northland and its relationship to the northern 


economy. 


Submitted on behalf of the Commission. 


Vp-p 


Matt Rukavina, Chair 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 


M. K. Rukavina S. L. Hacio L. Richards 

Chair Van - Dec) Commissioner - Thunder Bay (Jul - Dec) Commissioner - Timmins (Jul - Dec) 

E. C. Beck D. S. Hughes R. J. Richardson 

Commissioner - Moose Factory (Jul - Dec) Commissioner - Cochrane (Jul - Dec) Commissioner - North Bay (Jul - Dec) 

V. Monestime Belter B. Hughson W. L. Spottiswood 

Commissioner - Mattawa (Jul - Dec) Commissioner - Chelmsford (Jan) Commissioner - Fort Frances (Jan - Jul) 

W. P. Clement P. A. Kelly B. E. Stevens 

Commissioner - Sudbury (Jul - Dec) Commissioner - North Bay (Jan - Mar) Commissioner - North Bay (Jan - Jul) 

R. Grant L. Marin C. C. White 

Commissioner - New Liskeard (Jul - Dec) | Commissioner - Timmins (Jan) Commissioner - Birch Island Jan - Jul) 
K. Okell 


Commissioner - North Bay (Jul - Dec) 


MESSAGE FROM 


ine PRESIDENT 


In previous Annual Reports, | have indicated that Ontario Northland was facing a fast 
changing business environment, which presented us with many and varied challenges. 
1996 was no exception as we prepared for the changing regulatory practices, which are 
imminent in both the bus and telecommunications sectors. These changes are a 
dramatic departure from the past regulations and, if we are to succeed in these 


business ventures, we have to adjust in how we manage ourselves as we move to a 


more competitive business environment. 


It is also clear that the philosophy of our owners is to examine and question everything that government is 
involved in and then ensure that the delivery of service, if it is to be through government, is provided in the 
most cost effective and efficient manner. Finally, on top of all these changes, our customers are expecting 


lower tariffs, so that they can remain competitive in their marketplaces. 


After taking all of these challenges into consideration, and in light of our financial projections, in January we 
launched a Voluntary Early Retirement Program, which resulted in the most significant organizational 
restructuring in our 94-year history. In the final analysis, our total work force complement was reduced by 167 
positions through early retirements and everyone is to be congratulated for their efforts in making this 
possible. It is most gratifying to see how our employees throughout Ontario Northland are tackling head on 
this changing environment so that we can restore not only our fiscal obligations, but also our ability to provide 


the cost effective services that our customers require and our owners expect. 


John Wallace 


President and Chief Executive Officer 


PRINCIPAL OFFICERS 


K. J. Wallace R. S. Hutton E. Marasco T. O'Connell 
President & CEO Vice-President Vice-President _ Counsel 
O.N.Tel Passenger Services 
S. G. Carmichael Uan - Aug} 
Vice-President R. G. Leach 
Finance and Administration Vice-President K. J. Moorehead 
Transportation Services Vice-President 
(Sep - Dec) Rail Services 


Uan - Sep) 


BUS SERVICES 


The department operates 


HIGHLIGHTS 


scheduled bus service 
¢ scheduled bus services carried 279,629 


passengers, a decline in ridership of 7.4% 
from the previous year 


between Toronto and 
northeastern Ontario through 


North Bay, Sudbury and as far 


¢ bus charter operations reported 1,929 
north as Hearst. Charter and charter days 


tour services are provided ee 
e BPX service increased by 1.6% 
throughout North America. 
e the remaining goodwill on the Gray Coach 
acquisition was written off, resulting ina 


$342,000 loss in 1996 


Ontario Northland continued to 


conduct a full review of its bus 
¢ two new buses were added to the fleet; five 


older buses were sold, reducing the total fleet 
size to 32 from 35 


operations in an effort to reduce costs and increase 


operating efficiencies. 


Bus Services worked in conjunction with other major 
inter-city carriers in an effort to prepare for deregulation BPX (Bus Parcel Express) is handled through 


of the bus transportation industry in the province. scheduled service. 


MARINE SERVICES 


Marine Services are provided by the ONTC through its 
subsidiary, the Owen Sound Transportation Company. 
The company operates provincially mandated ferry 
services to Manitoulin Island and Moosonee. In 
addition, the OSTC operates ferry service to Pelee 
Island under contract with the Ontario Ministry of 


Transportation. 


HIGHLIGHTS 


* a major engine failure on the Chi-Cheemaun 
forced cancellation of the final three weeks of the 
sailing season 


¢ Chi-Cheemaun ridership was 200,501 
passengers and 74,184 vehicles, down about 8% 
from the previous year, at the point where the 
season was cut short due to mechanical 
problems 


* efforts to sell the Nindawayma continued in 1996 


* the City of North Bay continued to operate the 
Chief Commanda II with sightseeing cruises on 
Lake Nipissing and the French River 


* new engines were installed in the Manitou II 
barge 


¢ the Pelee Island ferry service carried a total of 
111,844 passengers and 35,822 vehicles, a 
3.4% decline in traffic from 1995 levels 
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The M.V. Chi-Cheemaun provides ferry service between 


Tobermory at the tip of the Bruce Peninsula and South 


Baymouth on Manitoulin Island. The Chi-Cheemaun 


carries 638 passengers and has a capacity of 143 


vehicles. 
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The M.V. Nindawayma remains out of service, due to 


continued reductions in ridership. 


The Manitou Island II provides barge ferry service 


between Moosonee and Moose Factory Island, from ice 


breakup in the spring to freeze-up in early winter. 


The M.V. Jiimaan and the M.V. Pelee Islander provide 


ferry service, connecting Kingsville and Leamington, 


Ontario with Pelee Island and Sandusky, Ohio. 


NORONTAIR 


After 25 years of service to Northern Ontario, 
norOntair, the ONTC’s air service division, operated its 


last flight on March 29, 1996. 


Having fulfilled its mandate to provide air service to 
communities in Northern Ontario, it was announced 
that norOntair would cease operations early in the year. 
This move would allow existing private sector carriers 


to step in and meet the air service needs of the 


affected communities in the North. 


norOntair provided scheduled air service throughout 


norOntair was removed from ONTC’s list of mandated age Nay 
Northern Ontario with Dash 8 service linking Hearst, 


services in November, 1995. mS. 
Kapuskasing, Timmins, North Bay, Sudbury, Sault Ste. 


Marie, Thunder Bay, Fort Frances and Winnipeg. 


HIGHLIGHTS 


: : Twin Otter service was provided to Chapl , Earlton, 
* celebrated 25 years of safe, reliable service after P plea, Earlton 


the first scheduled flight on October 18, 1971 Elliot Lake, Geraldton, Gore Bay, Hornepayne, Kirkland 


¢ norOntair passengers totalled 15,381 as of PS MEN RENE 


March 29, 1996, the last day of regular 


operations for the airline The norOntair fleet consisted of two Dash 8s (37 


passenger) and four Twin Otters (18 passenger). 


ON. TEL 


Serving a population of 150,000 people and covering a 
200,000 square kilometre area, O.N.Tel is the thriving 
telecommunications arm of the Ontario Northland 


Transportation Commission. 


As an interexchange telecommunications carrier in 
northeastern Ontario, O.N.Tel provides a full range of 
long distance services. The division also provides local 
services in Moosonee, Moose Factory, Temagami and 


Marten River. 


Healthy growth in this sector continues to exert a 
positive influence on O.N.Tel’s bottom line, 
demonstrating the ONTC division’s exciting potential for 


long-term revenue stability in the new economy. 


In 1996, long distance message volumes grew by over 


8.5%, maintaining a constant revenue level. Data 


HIGHLIGHTS 
¢ ONLink business grew by 235% 


¢ Long distance volumes grew by more than 
8.5%; data-related services increased by more 
than 26% 


-* Local telephone customers up 3.7 % from 
previous year to 3,383 


¢ Contribution payments to local companies of 
$18.6 million 


e Systems group revenues grew by 100% 


¢ Customer responses to O.N.Tel’s surveys 
indicate high levels of customer satisfaction with 
O.N.Tel’s staff and services 


¢ Completed fiber systems from Cochrane to 
Hearst 


services revenues increased by more than 26%. More 
than 24,000 residential and business customers 
received volume discounts and rewards in excess of 
$3.6 million, through their 
subscription to our long 


distance savings packages. 


The O.N.Tel network is well 
served by the latest SONET 
fiber technology (Synchronous 


Optical Network). 


O.N.Tel markets a complete 
range of data-communications 


and networking products and 


services, including one-stop 
shopping for turnkey, total solutions through its 
knowledge of telecommunications and computer 


systems. 


A strategic business alliance with IBM enables the 
Systems group to support a wide spectrum of 
mid-range computer hardware and software 
applications. The Systems group also provides 
Information Technology consulting services. IBM 
recognized the ONTC with a partnership award for 


outstanding revenue growth and customer satisfaction. 


O.N.Tel delivers CBC programming (audio/video) 
services to northeastern Ontario. It also provides 


private mobile services, primarily for large utilities. 


ONLink is O.N.Tel’s highly successful Internet service 
provider, offering a full range of services in over 60 


communities throughout northeastern Ontario. 


RAIL FREIGHT SERVICES 


Rail Freight Services provides freight transportation on 


700 miles of track to and from northeastern Ontario and 
northwestern Quebec. The ONTC rail system connects 

to CN and CP at North Bay, CN at Rouyn-Noranda and 

ACRI at Hearst. 


In 1996, the department handled approximately 42,600 
carload shipments, generating $43,682,000 in revenue. 
Major industrial customers comprised a full 90% of all 


freight traffic on the rail system. 


Rail Freight Services continued a major rebuilding 


program on its fleet of 98 gondola cars. 


Reduced crew, “cabooseless” operations were 
implemented in December, a significant change for 


ONTC. 


There were several other initiatives, including mainline 
work programs for the replacement of three miles of rail 


and 38,000 crossties. 


The shops in North Bay engage in a variety of contract 
work for external customers, including rolling stock 


rebuilds, coaches and locomotives. 


HIGHLIGHTS 


¢ two major derailments on the Temagami 
Subdivision in July caused service interruptions 
and resulted in approximately $2.6 million in 
damages 


e train crews were reduced with the introduction 
of “cabooseless” operations in December 


* constructed a new bridge at Crow Creek on the 
Kapuskasing Subdivision 


* program to rebuild the 98-car fleet of 100-ton 
gondola cars continued in 1996, with 62 cars 
completed by year end 


¢ the addition of two five-ton trucks and four 
hi-rail pickup trucks finalized mechanization 
plans for our mainline section 


* construction was started on a shelter for the 
concentrate loading facility at Rouyn-Noranda 


* commenced lease process for 50 100-ton box 
cars to carry metal shipments from Kidd with 
delivery completion by early 1997 


RAIL PASSENGER SERVICES 


Ontario Northland 
operates passenger 
trains between 
Toronto and 


Moosonee. 


The Northlander 


operates Sunday 
through Friday between Cochrane and Toronto with bus 


connections to/from Hearst and Timmins. 


The Polar Bear Express is a popular tourist excursion 
train, which runs between Cochrane and Moosonee. 
The train operates six days a week (Saturday through 
Thursday), from the end of June until Labour Day 


each year. 


The Little Bear is a mixed train (passengers and freight) 
running between Cochrane and Moosonee three times 
a week from September to June, and twice a week in 
July and August while the Polar Bear Express is in 


operation. 


Passenger Services is also responsible for the 
operation of the Cochrane Station Inn, a 23-room hotel; 


the Cochrane Station Restaurant; eight bus/rail stations: 


’ 


the Whistle Stop restaurant at The Station in North Bay 


and the Toronto sales office. 


HIGHLIGHTS 


¢ ridership on the Northlander totaled 44,364, 
an increase of 4.3% over 1995 


* the Little Bear carried 20,615 passengers, 
an increase of 0.9% over the previous year 


¢ the Polar Bear Express carried 16,245 
passengers, a reduction of 5% from the 
previous year’s total 


¢ the Cochrane Station Inn had an annual 
occupancy rate of 54.5%, peaking in the 
summer months of July and August at 94% 
and 98% respectively 


¢ the first collective agreement covering the 
Cochrane Station Inn staff was negotiated with 
the CAW 


CORPORATE SERVICES 


Corporate Services is 
comprised of eight 
departments, which 


are described below. 


Human Resources 


provides a wide range 


of services, including 
benefits and worker compensation, safety, training and 


development, and labour relations. 


Purchasing handles all buying, disposal of assets, 


inventory management and control functions. 


Finance includes a wide range of functions such as 
payroll, treasury, accounts payable and receivable, 
budgets, audits, and passenger and freight revenue 


accounting. 


The Corporate Computer Services Group is responsible 
for systems development, computer processing and 


records management. 


Legal Services handles all legal matters, including 
insurance and licensing, document preparation and 


litigation. 


Corporate Realty is responsible for the management of 
ONTC properties, including sales of surplus land and 


buildings. 


Corporate Planning activities include the development 
of strategic plans, capital plans and opinion surveys of 


stakeholders, the public and customers. 


Public Affairs handles all corporate communications 
functions, including public and media relations and 
relations with government agencies. The coordination of 
french language services is also handled by this 


department. 


HIGHLIGHTS 


* anew rail freight revenue settlement system 
was introduced 


e the retirement incentive program was developed 
and introduced to the organization in order to 
reduce costs. Within Corporate Services 18 
employees participated 


* new voice mail and e-mail systems were fully 
implemented during the year 


¢ contract settlements were reached with the 
Associated Railway Unions and the O.N.Tel 
bargaining unit 


¢ “Conductor only” agreements were reached, 
resulting in savings through reduced train crew 
complements 


¢ efforts continued to secure a long-term contract 
for the movement of solid waste 


* new management programs were introduced 


AUDITOR’S REPORT 


To the Ontario Northland Transportation Commission and to the 
Minister of Northern Development and Mines 


| have audited the consolidated balance sheet of the Ontario Northland Transportation Commission as at December 
31, 1996 and the consolidated statements of operations and retained earnings, contributed surplus and changes in 
financial position for the year then ended. These financial statements are the responsibility of the Commission's 


management. My responsibility is to express an opinion on these financial statements based on my audit. 


| conducted my audit in accordance with generally accepted auditing standards. Those standards require that | plan 
and perform an audit to obtain reasonable assurance whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in 
the financial statements. An audit also includes assessing the accounting principles used and significant estimates 


made by management, as well as evaluating the overall financial statement presentation. 


In my opinion, these consolidated financial statements present fairly, in all material respects, the financial position of 
the Commission as at December 31, 1996 and the results of its operations and the changes in its financial position 


for the year then ended in accordance with generally accepted accounting principles. 


Lhe 


K.W. Leishman, CA 


Assistant Provincial Auditor 


Toronto, Ontario 


March 27, 1997 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
CONSOLIDATED BALANCE SHEET 


(dollars in thousands) 


December 31 1996 1995 
(Note 15) 
Assets 
Current Assets : 
Cash and short-term investments $ - $ 9,289 
Accounts receivable 18,049 21,941 
Inventory 8,735 9,078 
Prepaid expenses 242 441 
27,026 40,749 
Self-Insurance Fund (Note 1) 
- Market value $3,962; (1995 - $4,258) 3,566 4,000 
Long-term receivables 691 677 
Investment in Capital Assets (Schedule 1) (Notes 11 and 14) 226,549 231,322 
Other Assets (Note 2) 7,110 7,548 
$ 264,942 $ 284,296 


Liabilities and Equity 


Current Liabilities 


Bank loans and overdrafts (Note 3) $ 5,612 $ - 
Accounts payable and accrued charges 14,052 15,362 
Deferred revenue 123 318 

Current portion of long-term debt (Note 5) - 4,000 

19,787 19,680 

Provision for Self-Insurance (Note 1) 3,566 4,000 
Long-Term Debt (Note 5) 35,208 35,208 
58,561 58,888 


Commitments and Contingencies (Note 13) 


Province of Ontario Equity 


Contributed surplus 13,058 12,674 
Retained earnings 193,323 212,734 
206,381 225,408 

$ 264,942 $ 284,296 


On Behalf of the Commission: 


Vee 


M. K. Rukavina, Chair K. J. Wallace, 


resident and CEO 


The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
CONSOLIDATED STATEMENT OF OPERATIONS AND RETAINED EARNINGS 


(dollars in thousands) 


For the year ended December 31 1996 1995 


(Note 15) 
ic a NON 


Operating Revenues (Schedule 2) $ 135,215 $ 139,403 
Operating Expenses (Schedule 2) 128,433 124,757 
Operating Income from Continuing Operations 6,782 14,646 
Other Expenses 
Amortization (Schedule 2) 11,204 10,523 
Retirement incentive (Note 6) 5,664 - 
Write down of capital assets (Note 9) 5,520 - 
Regulatory approval (Note 10) 1,200 - 
Inventory write-off - 2,071 
Investment and other income (919) (893) 
Interest expense (Schedule 2) 264 387 
Loss (gain) on sale of capital assets (Schedule 2) 263 (1,642) 
23,196 10,446 
(Loss) Income from Continuing Operations (16,414) 4,200 
Discontinued Operations (Note 11) 
Loss from operations of discontinued Air Services division (2,997) (881) 
Loss on disposal of Air Services division, including provision 
for severance payments to employees - (953) 
Loss from Discontinued Operations (2,997) (1,834) 
Net (Loss) Income for the year (19,411) 2,366 
Retained Earnings - beginning of year 212,734 210,368 
Retained Earnings - end of year $ 193,323 $ 212,734 
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The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
CONSOLIDATED STATEMENT OF CONTRIBUTED SURPLUS 


(dollars in thousands) 


For the year ended December 31 1996 1995 
(Note 15) 

Balance - beginning of year $ 12,674 $ 11,893 
Add: Contributions from the Province of Ontario (Note 12) 1,395 - 
Rail passenger equipment upgrade - 1,786 

Less: Amortization 1,011 1,005 
Balance - end of year $ 13,058 $ 12,674 


The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


(dollars in thousands) 
For the year ended December 31 1996 1995 


(Note 15) 
I to 19) 


Operating Activities 


(Loss) income from continuing operations $ (16,414) $ 4,200 
Loss from discontinued operations (Note 11) (2,997) (1,834) 
Net (loss) income for the year (19,411) 2,366 
Items not affecting cash 
- amortization (Note 11 and Schedule 2) 11,222 10,723 
- loss (gain) on sale of capital assets 263 (2,641) 
- loss on write-down of capital assets (Note 9) 5,520 = 
(2,406) 10,448 
Changes in non-cash working capital balances 
Decrease (increase) in accounts receivable 3,878 (2,047) 
Decrease in inventory 343 772 
Decrease (increase) in prepaid expenses 199 (143) 
Decrease in accounts payable and accrued charges (1,310) (437) 
(Decrease) increase in deferred revenue (195) 85 
509 8,678 
Financing Activities 
Reduction of term bank loan (4,000) - 
Proceeds from Province of Ontario (Note 12) 1,395 1,786 
(2,605) 1,786 
Investing Activities 
Investment in capital assets (15,222) (15,684) 
Proceeds from sale of capital assets 2,389 4,905 
Decrease (increase) in other assets 28 Cha25) 
(12,805) (11,904) 
Decrease Cash and Short-Term Investments during the year (14,901) (1,440) 
Cash and Short-Term Investments - beginning of year 9,289 10,729 


(Bank Loans and Overdraft) Cash and Short-Term 
Investments - end of year $ (5,612) $ 9,289 


The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
CONSOLIDATED SCHEDULE OF INVESTMENT IN CAPITAL ASSETS 
SCHEDULE 1 


(dollars in thousands) 


December 31 1996 1995 
(Note 15) 

Cost Accumulated Net Book Net Book 

Amortization Value Value 


Rail Services 


Roadway $ 143,512 $ 54,550 $ 88,962 $ 83,858 
Buildings 34,648 8,915 Pee fo 26,493 
Equipment 70,617 2f362 43,255 40,495 
Under construction 5,612 - 5,612 13,584 
Telecommunications 
Equipment 90,855 53,708 37,147 31,070 
Buildings 3,187 1,197 1,990 2,065 
Under construction 3,785 - 3,785 6,873 
Air Services 
Aircraft - - - 120 
Buildings - - - 887 
Equipment - - - - 
Under construction - - - 68 


Marine Services (Owen Sound) 


Vessels 16.372 9,272 7,100 12,192 
Land and buildings 126 39 87 90 
Equipment 244 241 3 3 
Under construction 74 - 74 - 


Bus Services 


Coaches 8,776 3,798 4,978 5,069 
Land and buildings 850 : 850 1,975 
Franchises - - : 119 
Under construction 149 - 149 149 
Marine Services (North Bay and Moosonee) 
Vessels 921 675 246 271 
Buildings 105 45 60 63 
Under construction 51 - 51 38 
Development 
Land and buildings 8,508 2,041 6,467 5,840 
Equipment 1 1 - - 
$ 388,393 $ 161,844 $ 226,549 S co koee 


The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
CONSOLIDATED SCHEDULE OF OPERATING REVENUES AND EXPENSES 


SCHEDULE 2 


(dollars in thousands) 


For the year ended December 31 1996 1995 


(Note 15) 
en __ (Note 18) 


Rail Services 


Sales revenue $ 58,009 $ 57,620 
Government reimbursement (Note 7) 10,298 15,291 
ee eee ee eee 
Operating revenue 68,307 72,911 
Operating expense 70,479 66,446 
a ed oer ie ROO 
Operating (loss) income from continuing operations (2,172) 6,465 
Amortization 5,403 5,187 
Loss (gain) on sale of capital assets 1,020 (565) 
(Loss) income from operations (8,595) 1,843 
Telecommunications 
Sales revenue (Note 8) 48,290 46,313 
Operating expense 32,474 31,786 
Operating income from continuing operations 15,816 14,527 
Amortization 3,716 3,722 
Loss (gain) on sale of capital assets 14 (7) 
Income from operations 12,086 10,812 


Bus Services 


Sales revenue 9,448 10,284 
Operating expense 8,850 9,549 
Operating income from continuing operations 598 735 
Amortization 1,269 762 
Interest expense 195 348 
Gain on sale of capital assets (145) (92) 
Loss from operations (721) (283) 
Marine Services (Owen Sound) 
Sales revenue 4,412 4,787 
Government reimbursement (Note 7) 890 15150 
Operating revenue 5,302 5,937 
Operating expense 5,701 5,365 
Operating income from continuing operations (399) S72 
Amortization 362 362 
(Loss) income from operations (761) 210 


Marine Services (Pelee Island) 


Sales revenue 3,234 3,446 
Operating expense 2,940 3,146 
Income from operations 294 300 


The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
CONSOLIDATED SCHEDULE OF OPERATING REVENUES AND EXPENSES 
SCHEDULE 2 (CONTINUED) 


(dollars in thousands) 


For the year ended December 31 1996 1995 
(Note 15) 


Marine Services (North Bay) 


Sales revenue $ 4 $ : 
Operating expense 15 54 
Operating loss from continuing operations (11) (54) 
Amortization 21 21 
Loss from operations (32) (75) 
Marine Services (Moosonee) 
Sales revenue 121 108 
Government reimbursement (Note 7) 50 50 
Operating revenue 171 158 
Operating expense 161 133 
Operating income from continuing operations 10 25 


Amortization : : 
Income from operations 10 25 


Development (Office Building) 


Sales revenue 459 354 
Operating expense 273 295 
Operating income from continuing operations 186 59 
Amortization 127 133 
Gain on sale of capital assets (626) (978) 
Income (loss) from operations 685 904 


Administration 
Sales revenue . - 
Operating expense 7,540 7,983 


Operating loss from continuing operations (7,540) (7,983) 
Amortization 306 336 
Interest expense 69 39 
Loss from operations (7,915) (8,358) 
Total Operations 
Sales revenue 123,977 122,912 
Government reimbursement (Note 7) 11,238 16,491 
Operating revenues 1o5-215 139,403 
Operating expense 128,433 124,757 
Operating income from continuing operations 6,782 14,646 
Amortization 11,204 10,523 
Interest expense 264 387 
Loss (gain) on sale of capital assets 263 (1,642) 
(Loss) Income from Operations $ (4,949) $ 5,370 


SS 


The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


December 31, 1996 
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Basis of Accounting These consolidated financial statements are prepared by management 
in accordance with generally accepted accounting principles. They 
include the accounts of the Commission and its wholly-owned 
subsidiaries, Ontario Northland International Consulting Services Inc, 
Northern Canada Transportation Limited, Star Transfer Limited, The 
Owen Sound Transportation Company, Limited, Air-Dale Limited and 
Nipissing Central Railway Company. 


Revenue Recognition Transportation revenues are generally recognized on completion of 
movements, with interline movements being treated as complete when 
the shipment is turned over to the connecting carrier. Revenues from 
other sources are recognized when earned, with the exception of 
federal government reimbursements. Reimbursements, upon audit 
verification of yearly losses are recorded on a cash basis. Advance 
payments made prior to final determination of losses are recorded on 
an accrual basis. 


Materials and Supplies With the exception of used rail and bulk diesel fuel, all materials and 
supplies are valued at the most recent price paid. Used rail is shown 
at unamortized book value determined at the time of retirement and 
bulk diesel fuel is valued at average cost. 


Investment in Capital Assets Capital assets are stated at acquisition cost. Amortization is calculated 
and Amortization using the straight-line method over the estimated service lives of the 
assets. 


The estimated service lives for principal categories of assets are as 


follows: 

Roadway - main line and branches ..........0..cccccecseeeeeeees 20 to 50 years 
Raliwavadhesculocomolveser usin h toc crcere, cay etre wee ee 25 years 
FIG IIWAVEGCALS Sektee een cece, oeaen Rete’ race eet ny eres a eRe 33 years 
MaNINOVCSSO)S carey riuasnuc eesterns6. at et ces teen en ee 20 to 30 years 
ESIGN OS secretes a erect oe oe seme nO thas Meher gute eek eet Brae enn eae 50 years 
elecommeaniGatlons: CquIDIMeN tm .n..arae ners eames eee 15 years 
VEMICIOS par cretan sur emnnatrns an eee nan ska aca a) tire ks cecien abe Se ene kee 3 years 


COACHES Hr tara ck eet tet corset, Son ant fant cat et aie ea a Aaa ne 12 years 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 


December 31, 1996 


The Province of Ontario reimburses the Commission for the cost of 
certain capital assets purchased for use in operations designated as 
non-commercial by the Province. The Commission records these 
assets at their original cost together with an offsetting credit to 
contributed surplus. Annual amortization on these capital assets is 
recorded as a reduction of contributed surplus. 


Self-Insurance Fund The self-insurance fund assets are stated at acquisition cost. 


Income Taxes As an agency of the Province of Ontario, the Commission is exempt 
from income taxes. This exemption extends to its wholly-owned 
subsidiaries, and accordingly no tax provision is recorded in these 
financial statements. 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


December 31, 1996 


a 
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Self-Insurance Fund 


The Commission follows the policy of self-insuring for damages from rolling stock derailments and for cargo 
damage. Annual contributions to the self-insurance fund consist of a $100,000 premium paid by the 
Commission in addition to investment income earned on fund assets. Due to larger than anticipated 
disbursements from the fund in 1996 resulting from several rail derailments, the Commission approved an 
increase in the premium paid in 1996 to $1,500,000 (1995 - $518,000). Subsequent annual premiums will be 
increased to $500,000 until fund stabilizes. Fund assets are comprised of investments in federal and provincial 
government bonds. 


Other Assets 


Other assets are comprised of the following: 


1996 1995 

Goodwill $ - $ 410,000 
Deferred pension charge (Note 4) 7,110,000 7,138,000 
$ 7,110,000 $ 7,548,000 

IS ES EE IE TS TL BE LEY EEE DEER SSE 


The unamortized balance of goodwill was written off in 1996 due to impending deregulation of the bus 
transportation industry in Ontario. 


$$ 


3 Operating Line of Credit 
At December 31, 1996, the Commission had a $8,000,000 demand operating line of credit bearing interest at 
prime. The line is secured by a letter of guarantee reimbursement agreement, operating credit line agreement 
and bankers acceptance agreement. Included in bank loans and overdrafts at year end are draws on the line of 
$1,941,000. 

4 Deferred Pension Charge 


The Commission is the trustee for its contributory pension plan which covers all permanent staff. 


The net cost of pension benefits is actuarially determined on the basis of management's best estimates using 
the projected benefit method pro-rated over the service lives of the employees. The net cost of pension 
benefits includes the amortization over the remaining service lives of the plan members of the initial net pension 
surplus and the 1996 experience gain. Pension plan assets were valued at a market related value based on 
recognizing the difference between book and market values at each year end over a five year period. 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


December 31, 1996 
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Deferred Pension Charge (continued) 


The Commission’s share of the net cost of pension benefits earned by employees during the year was 
$2,403,000 (1995 - $1,325,000). In 1996 the Commission funded the amount of $2,376,000 (1995 - 
$2,450,000). The accumulated excess of the funded amount over the net cost of benefits earned is recorded 
as a deferred pension charge which is included in other assets on the balance sheet. 


The actuarial valuation prepared for accounting purposes as at December 31, 1996 disclosed market value of 
plan assets of $325,672,000 (1995 - $296,600,000) and present value of accrued pension benefits of 
$297 ,424,000 (1995 - $268,423,000). This valuation assumed an expected rate of return on plan assets of 


6-1/2 percent and projected pay increases of 4-1/2 percent. 


Long-Term Debt 


Long-term debt is comprised of the following: 


Loan from Province of Ontario, non-interest bearing 
with no specific terms of repayment. 


Term bank loan bearing interest at the bank’s prime 


lending rate and with fixed annual principal repayments. 


Less: current portion 


Retirement Incentive 


1996 


$ 35,208,000 


35,208,000 


$ 35,208,000 


1995 


$ 35,208,000 


4,000,000 
39,208,000 
4,000,000 


$ 35,208,000 


In connection with changes to government reimbursement and as a response to the general economic climate, 
incentives to retire were extended to a number of the Commission's employees in 1996. A total of 167 


employees accepted the offer at a cost of $5,664,000. 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


December 31, 1996 
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7 Government Reimbursement 


In accordance with a Memorandum of Understanding between the Commission and the Ministry of Northern 
Development and Mines, certain operations of the Commission have been designated as non-commercial. 

The Commission and the Ministry entered into a fixed price contract which defined the amount of compensation 
which the Province of Ontario provided for the year 1996. In 1995, the provincial government announced a 
plan to reduce reimbursements to the Commission. Reductions amount to $7,000,000 in 1996 and $4,000,000 
in 1997. 


A portion of the operating loss of the weekday passenger train service between North Bay and Toronto is 
reimbursed by the National Transportation Agency of Canada under Section 270 of the Railway Act. The 
federal government revoked the Railway Act during 1996 and replaced it with the Canada Transportation Act. 
Negotiations between the Commission and Transport Canada concluded in 1996. The amount of annual 
reimbursement has been fixed at $2,500,000 for a 5 year period. 


Details of Government Reimbursement are as follows: 


1996 1995 
From Province of Ontario: 
Rail - Passenger Service and Moosonee Branch $ 7,230,000 $ 9,910,000 
Marine Services (Moosonee) 50,000 50,000 
Marine Services (Owen Sound) 890,000 1,150,000 
8,170,000 11,110,000 
From National Transportation Agency: 
Current years operations 1,342,000 2,757,000 
Adjustments from prior years 476,000 2,624,000 
1,818,000 5,381,000 
From Transport Canada: 
Current years operations 1,250,000 - 
Continuing Operations 11,238,000 16,491,000 
Discontinued Operations 
(Province of Ontario - Air Services) - 4,060,000 


$ 11,238,000 $ 20,551,000 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


December 31, 1996 
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Telecommunications Revenue Agreements 


The Commission has a traffic agreement with Bell Canada that covers all long distance services that either 
originate within and terminate outside or originate outside and terminate within the Commission's service area. 
This agreement may be terminated by either party after giving 180 days notice. 


Write down of Capital Assets 


During 1996 steps were taken to dispose of the ferry vessel Nindawayma and certain land and buildings 
associated with bus operations. It has become apparent that the net realizable value of these capital assets 
have declined to a level below carrying values. Accordingly, the ferry vessel Nindawayma has been written 
down by $4,400,000 and the land and buildings have been written down by $1,120,000. 


Regulatory Approval 


In order to secure new rail freight traffic, the Commission is participating in the funding of the regulatory 
approval process required to obtain a license to use the former Adams Mine as a solid waste disposal site. The 
costs are being shared between the Commission and two other companies. In 1996 the Commission's share 
amounted to $1,200,000 and there is a commitment for an additional $400,000 in 1997. The amounts are being 
charged to operations in the year of payment. 


Discontinued Operations 


In December 1995, the Commission implemented a plan to discontinue the Air Services division (norOntair). 
The phase out period extended into 1996 as a replacement service for the communities affected was sought. 
The results of operations of this division for the period January 1, 1996 to December 31, 1996 and January 1, 
1995 to December 31, 1995 are included in Discontinued Operations - Loss from operations of discontinued Air 
Services division. Net assets of the division were disposed of by way of public tender. A successful bid for the 
sale of aircraft was accepted in the amount of $9.4(US) million during 1996, but conclusion of the sale did not 
take place until the first quarter of 1997. Other assets of the division were disposed of during the year in the 
amount of $1,395,000. Assets of the division retained by the Commission were valued at $794,000 as at 
December 31, 1996 with a net book value of Nil when offset against related contributed surplus. Included in the 
loss from the Air Services division is $18,000 (1995 - $200,000) in amortization and Nil (1995 - $999,000) in 
gain on sale of capital assets for the year. Sales for the year amounted to $1,920,000 (1995 - $9,100,000). 
Government reimbursement for the year amounted to Nil (1995 - $4,060,000). 


The Commission contracted for the provision of alternate transportation for some of the affected communities 
until other arrangements could be made. This contractual arrangement extended into the second quarter of 
1997. Upon completion of this arrangement, the Commission will provide funds directly to some of the affected 
communities in order that they may arrange alternate modes of transport. 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


December 31, 1996 
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Contributions from the Province of Ontario 


Proceeds on disposition of $1,395,000 from the sale of capital assets as a result of the closure of the Air 
Services division (norOntair) are being treated as an injection of surplus from the Province of Ontario. This 
approach has been taken because the Commission was reimbursed the cost of the assets by the Province of 
Ontario on their original purchase. The net book value of the assets was essentially Nil when offset by 
unamortized contributed surplus. The funds received upon sale of these capital assets are to be earmarked for 
the restructuring of operations, pursuit of new viable business opportunities and the recapitalization of 
equipment. 


Commitments and Contingencies 
Litigation 


The Commission was named as a defendant in a claim. In January 1996, the Commission paid damages of 
$9.1 million as specified in the December 1995 court ruling in favour of the plaintiff. Subsequent to making the 
payment the Commission was successful in reaching a settlement with specified conditions with the Province of 
Ontario and a full reimbursement was obtained. Depending on future cash flow available from other sources, 
some or all of the $9.1 million may have to be repaid. 


Various other statements of claim have been issued against the Commission claiming damages. Damages, if 
any, cannot be estimated at this time and in any event the Commission is of the opinion that these claims would 
be unfounded or covered by insurance. Should any loss result, it would be charged to operations when the 
amount is ascertained. 
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Government Assistance 


Under an agreement dated February 24, 1992 the Commission became eligible to receive $4,250,000 in loan 
proceeds from the Northern Ontario Heritage Fund Corporation (the Heritage Fund), to assist with the 
purchases of certain specified capital assets. In accordance with the terms of the agreement the Commission 
must lease the assets to Algoma Central Railway for a nominal fee of $1 per year. The loan is non interest 
bearing and may be repaid at a mutually agreed date between the Commission and the Heritage Fund by 
conveyance of the title of the assets to the Heritage Fund. As at December 31, 1996 a total of $4,151,000 has 
been received and has been recorded as a reduction of the cost of the Capital assets. 


ee ee ee eee eS 
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Financial Instruments 


At December 31, 1996, the fair market value of the Commission’s cash and short term investments, accounts 
receivable, bank loans and overdrafts, accrued charges and deferred revenue approximated their carrying 
value. A portion of the Commission's accounts payable will be settled in US dollars within twelve months of the 


date of these financial statements. 


The effect of these transactions on the financial results of the Commission is expected to be immaterial. 


16 Comparative Figures 


Prior year’s figures have been reclassified where necessary to conform to the current year's presentation. 


ONTARIO NORTHLAND TRANSPORTATION COMMISSION 
STATEMENT OF EMPLOYEES PAID IN EXCESS OF $100,000 


December 31, 1996 


Name Position 

K. J. Wallace President and C.E.O. 

K. J. Moorehead Vice President Rail Services 

R. S. Hutton Vice President Telecommunications (O.N. Tel) 
S. G. Carmichael Vice President Finance and Administration 


Prepared under the Public Sector Salary Disclosure Act, 1996 


Salary 

$ 139,205 
105,412 
108,758 


105,911 


$ 


Taxable 
Benefits 


8,423 
943 
1,199 


1,126 


December 31, 1996 


K. J. Wallace President and C.E.O. $ 139,205 $ 8,423 | 
K. J Moorehead Vice President Rail Services ~ 105,412 943 | 
R. S. Hutton Vice President Telecommunications (O.N.Tel) 108,758 1,199 
S G. Carmichael Vice President Finance and Administration 105,911 | 1,126 


Prepared under the Public Sector Salary Disclosure Act, 1996 
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